ry 

Ti Ac 


VEC 
December 


_of Public Accounting 


%, 


anid 


on 


Adoption of the Classification. of Accounting 
on Instruction, David Himmelblan 


AMERICAN ASSOCIATION OP UNIVERSITY 
LNSTRUCTORS IN ACCOUNTING 


iy 
2 
ih, 
ae 
4 
4 
q 


{ 4 


SCCOUNTING TERMI 


PRELIM 


a ten-year study 


ts of accounting. Royal & 


FRAUD: ITS CONTROL 1 


how frauds are perpetra 


conclusion. Forty spec 


5 able 
Ind tes 


Hurdman in The Journ 


C.P.A. LAWS OF THE UD 


Compiled by THE 


lable collecti 


avai 


aw 
n. Lamited edition. Hoyai 


Avenue 


ROI 


[INSTITUTE OF AC 


SION 


By A..P. Ricuarpson 


ion of the opitions of ac 
F profession, In a 
in the creed of the pr 

front the accountant a 

be resisted, ‘The auth: 

| of Acoowstancy is ex 
e problems and point 

this. 16mo. 159 pages 


PoRT of A Spectr Con 


r 600 terms, Althongh many 


he volume as a whole : 

profession. It is believe 
rican ‘publication. of it: 
nts and beokkeepers as 
ges. $1.50, 


2 E. Bennerr, Pu .D 


w proper aeeounting met 
ty of their being brough 
ties for fraud are list 
@ applied to daily pr: 
wa the way to strength 


mal 


(MITTEE 
f the 
s the 
this 
. 


well as te 


rs 
C.P.A. 


ol.?? 


untaney, Royal 8vo, 132 pages. $1.50, 


TED STATES 


AccouNTANTS 


xts of all of the laws gov: 
notes to aid quick ref 
petent authority in th: 
ages, $3.00. 


rning the 
The 
State of 


iy 
ty 
4 


CO. 


ENTURY DICTIONARY 


2126 Prairie Avenue 


hicago 


is COUNTAN 
gon well-informed. and practica i 
y. Ital what ten nts 
| why tl empt for 
ad by his nate k w of 
4 | 
q 
i 
| he fruit of Dofix 
nost mplete and up 
H 
4 if 
4 
ia 
“4 fic nd thes 
4 | 
1 i= 
| is 
| 333 THE CE! 


q 
a 


Now eady— 
the Second Edition of the famous 


ccountants’ 
Handbook 


Edited by W. A. Paton, Ph.D., C.P.A. 


Professor of Accounting, University of Michigan 


assisted by 
Over 70 Authorities Representative of Accounting Practice Today 


or all students in accounting classes, this new AccounTANTs’ HANDBOOK 
F will be of incalculable value for reference at every stage of the accounting 
course. 

This Seconp Epirion is a complete revision of the famous volume prepared 
in 1923 under the editorship of Dr. E. A. Saliers. 

The contents are new from cover to cover—the book has been entirely 
redesigned to meet present-day requirements. Not only is the new book larger 
by some 300 pages, but there are introduced throughout aspects of accounting 
which are of vital interest today, but which were not represented in the old 
book at all. 

In 33 parts, 1900 pages, it provides a cross-section of modern practice in 
commercial and financial accounting which is nowhere else to be had in pub- 
lished form. On any accounting question, it enables students to give recognition 
to all viewpoints—banking, legal, financial, engineering—as these relate to 
accounting. It is backed by the strongest array of accounting authority that 
could possibly be concentrated on a publication of this character. 


You will undoubtedly want your accounting students to start using this 
new Handbook as soon as possible. They will find it a valuable reference 
manual now and later on in their professional work. Price $7.50 


The Ronald Press Company, Publishers 


15 East 26th Street, New York, N. ¥. 
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For College Courses in Accountancy and Business Administration 


THE ENTIRE FIELD OF COMMERCIAL LAW 


Applicable Generally Throughout 
the United States 


Presenting in thirty-five simple, complete and easily taught texts, by A. Lincoln Lavine, 
Esq. of the New York Bar, the boiled down essence of the law. 

Representing the painstaking products of fifteen years’ experience in teaching commercial 
law, enriched by the point of view of an active practitioner and prepared in concise and 
easily understood language, reinforced by numerous illustrative charts, facilitating instruc- 
tion on a scientific basis. 

Thoroughness and accuracy of the texts have made for a high standard of instruction in 
colleges which have adopted this exceedingly effective course of instruction. 

From the Dean of Manhattan College: 

‘*We are most gratified with the standard of instruction we have been able to set 
with the aid of these texts. Nothing of importance has been left out, yet the treatment 
is so simple that our teaching problems have been reduced to a minimum. The ques- 
tions and problems alone and the lucid answers thereto have proved invaluable.’’ 


Separate Texts on 


Series 1 Negotiable Instruments: Rights and Lia- 
General Survey: The Scheme of the Law bilities Negotiation : 
General Survey: Rights and Remedies Negotiable Instruments: Presentment, Dis- 
Contracts: Creation honor and Discharge 
Contracts: Classification 
Contracts: Effect 


Contracts: Discharge 
Suretyship and Real Property: Kinds of Interest 
: Real Property: Acquisition and Disposition 

Series 2 Personal Property 

Sales: Nature and Requisite 

Sales: Passing of Title 

Sales: Rights and Remedies 

Landlord and Tenant 


Agency: Creation 

Agency: Legal Effect 

Agency: Termination 

Partnership: Creation 

Partnership: Powers, Rights and Duties 
Insurance 


Series 5 
Series 3 Bailments: Nature and Types 

Corporations: Nature and Formation Bailments: Rights and Liabilities 
Corporations: Stockholders Carriers 
Corporations: Directors and Officers Liens 
Corporation: As an Entity Trusts: Origin and Classification 
Negotiable Instruments: Nature and Requi- Trusts: Rights and Powers 

sites Bankruptey: Duties and Liability 


$.50 each booklet or $3.25 for a series of 7 books 


Discounts to Instructors and to Schools adopting the texts for class discussion 


STANDARD TEXT PRESS - PUBLISHERS 


186 Joralemon Street, BROOKLYN, N.Y. 
Telephone Triangle 5-1532 


For Courses in Collegiate Schools of Business 


HISTORY AND SURVEY OF ACCOUNTANCY 
by WILMER L. GREEN 


Member of the Faculty of St. John’s College 
School of Accounting, Commerce and Finance 


Containing valuable research information and illustrations of old documents and records in the follow- 
ing chapters: History of Accounting, History of Bookkeeping, Ethics of the Accountancy Profession, 
Legislation for the Accountancy Profession, Education for the Accountancy Profession, Accounting 
Societies and Synopsis of State C.P.A. Laws. Its worth as a college text is its recent adoption by colleges 
and the opinions expressed in leading reviews. 300 pages, illustrated, cloth bound, $3.50. 


ESTATE ADMINISTRATION AND ACCOUNTING 
by CHESTER J. DODGE 
Auditor of Accounts, Surrogate Court, New York County 
Member of the Faculty of New York University 
Member of the New York Bar 


With accounting practice procedure, forms and terminology necessary for the administration of decedent’s 
estates. The book also includes fully, distinctions between principal and income, commissions, taxes, and 
charges and credits of the fiduciary. It is enlivened by hundreds of cases that include the latest surrogate 
decisions based on construction of the new Law. In process now but available for distribution after 
January 15, 1932. 


GUIDE TO THE REVENUE ACT OF 1928 
by BENJAMIN HARROW 
Member of the New York Bar and Certified Public Accountant 
Clarifying in non technical language the Income Tax Law by a distinctive method of presentation, 
explanation of intricate sections and avoidance of the technical terminology of the Act. Written for not 
only the law and accounting student but also for the busy executive and the layman. $1.25. Tax forms 
available in pads at nominal cost. 


STANDARD ACCOUNTING TEXT SERIES 
by JosePH C. MYER 
Certified Public Accountant, and 
Dean of St. John’s College, School of Accounting, Commerce and Finance 


Presenting in 21 sectional books in 3 series with illustrative charts, examples, cases and problems the 
complete subject of accounting for single proprietorships, partnerships, and corporations with construc- 
tive phases. Prepared for and used in college courses and institutions of higher learning for three 
semesters of work of four hours each week. $3.75 each series of 7 books with problems. (Solutions 
available to instructors only). 


AUDIT PROCEDURE REMINDER 
Edited by JosrepH C. MYER 


with an Accounting Faculty 
of Practising Certified Public Accountants 


A suggested list of audit steps for an ordinary audit engag t with explanation of each step 
and the possible consequences of omission of specific steps. The book is not suggested as a guide in any 
particular business but as a checking medium for audit programs. Excellently adapted to the problem 
of teaching auditing effectively and easily workable as a companion text for any of the standard works 
on Auditing. In process now but available for school distribution after January 15, 1932. 


STANDARD TEXT PRESS - PUBLISHERS 


186 Joralemon Street, BROOKLYN, N.Y. 
Telephone Triangle 5-1532 
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By Howarp C. GREER 


Meat Packers 


Millers Association 


prises. 


330 W. 42nd Street 


and Russet WiLLcox 


Assistant Professor of Accounting, Ohio State 
University; Secretary-Treasurer, Ohio State 


380 pages, 6 x 9, illustrated, $3.50 


in Cost Accounting 


Professor of Accounting, University of Chicago; 
Director of Accounting, Institute of American 


HIS book presents a set of problems covering, in a logical and or- 
T aeiy way, the entire field of ordinary cost accounting procedure, 
Included are two hundred original individual problems of various types 
and one long practice problem of comprehensive scope. Each problem 
is planned to illustrate the application of some principle of cost ae- 
counting, with emphasis on what cost accounting work is, how it is 
done, and what it means to the management of various types of enter- 


McGRAW-HILL BOOK COMPANY, INC. 


New York 


AMERICAN ASSOCIATION 
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Sixteenth Annual Convention 
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Accounting 
Prineiples and Procedure 


By W. J. Goaarn and J. V. Toner 


Reviewers say 


“clear and simple ... as an elementary text a thoroughly commendable and 
useful piece of work.”—The American Accountant 


“an approach both logical and teachable . . . well worthy of consideration 
by teachers of elementary accounting.”—Jacob B. Taylor in The Journal 
of Business Education 


“an admirable treatment of accounting, with ideas simply conveyed and no 
important phases omitted.”"—E. L. Sandberg in The Accounting Review 


Accounting: Principles and Procedure $3.50 
Laboratory Manual. Part I $1.80 Part II $1.80 


Houghton Mifflin Co. 


Boston New York Chicago Dallas Atlanta San Francisco 


The Cultural Significance of Accounts 
By DR Scott, University of Missouri 


This cultural introduction to the study of accounting points out the significance of accounts in the existing 
scheme of human affairs. The author does not undertake to relate accounts to any static social standard, but 
shows their place in a process of social development. He begins with the rise of market control, and discusses 
the increasing importance of accounts in changing social organizations, economic and governmental. The 
closing chapter is concerned with the future of economic control. This volume will prove valuable in the 
orientation of the student of accounting. $2.50 


Outlines of Accounting 
By William S. Krebs, Washington University 


Volume I “In designing this textbook in elementary accounting, the author has succeeded in the analysis 
of the significant whys and wherefores of accounting principle and practice without sacrificing anything of 
the more easily described whats of procedure.’’-—James P. Adams, American Economic Review $3.50 


Volume II ‘The principal subjects discussed in this volume are the voucher system, accrued and deferred 
items, preparation of statements, forms and kinds of statements, revenue and expense, valuation, and depre- 
ciation. Professor Krebs has made his discussion of each subject taken up thorough and complete. This 
should recommend the book particularly for the purpose for which it is intended, that is, for the classroom.” 
—A. M. Peisch in The Accounting Review $5.00 
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A MIDYEAR REVIEW 


OF 
Dependable Textbooks 


CONSTRUCTIVE ACCOUNTING 
In 32 clear, perfectly coordinated chapters, well supported by actual practice work, 
the student is taught to reason in solving his accounting problems. He learns the 
principles through analysis . . . and the application through practice sets, problems 
and theory work. More important still, a high level of interest and spirit is 
developed in the work. 


FEDERAL INCOME TAX ACCOUNTING 
Revised to comply with the latest changes in the law. Bound in loose-leaf form 
to allow such changes without cost to the instructor or student. Every point per- 
taining to the current Federal Revenue Act has been treated, making it an intensive 
course in income tax accounting. 


C.P.A. EXAMINATION COACHING COURSE 


Contains ample material for an intensive training in solving accounting problems, 
and in answering theory questions in advanced accounting. It provides a thorough 
review of auditing, business law, and the preparation of all standard forms of 
statements. Complete preparation for C.P.A., P.A. and American Institute ex- 


aminations. 
OTHER WALTON PUBLICATIONS 
ADVANCED ACCOUNTING I Cost ACCOUNTING 
ADVANCED ACCOUNTING II OFFICE PROCEDURE AND PRACTICE 
MATHEMATICS OF ACCOUNTING BusINEss LAw SERIES 
AND FINANCE ELEMENTS OF BUSINESS LAW 


WALTON PUBLISHING COMPANY 


338 South Michigan Avenue, Chicago 


WALTON PUBLISHING COMPANY 
338 South Michigan Avenue, Chicago 


Send me for ninety days’ free examination the texts checked: 


( ) Constructive Accounting ( ) Cost Accounting 

( ) Federal Income Tax Accounting ( ) Office Procedure and Practice 

) Examination Coaching Course ) Business Law Series 

( ) Advanced Accounting I ( ) Elements of Business Law 

( ) Advanced Accounting II ( ) Mathematics of Accounting and Finance 
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The Accountant and Changing Monetary Values........... 

The Louisiana Civil Code.............. Earl A. Saliers 
Effect of the Adoption of the Classification of Accounting Serv- 
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Dispraise of Appreciation 
Meditations of a Anonymous 


A C.P.A. Problem, by E. L. Kohler; Notes ‘Receivable Discounted, and 
Adjustments for Goods in Process, by H. H. Wade; Incorporation of 
Partnership, by R. B. Cowin; How to Study Accounting, by Harry L. 


Kunze. 


National Industrial Conference Board, Inc., Budgetary Control i in Manu- 
facturing Industry; Prendergast and Steiner, Credit and Its Uses; Hoxie, 
Stock Speculation and Business; Ely, Hard Times. The Way In and the 
Way Out; Sherwood, Fundamentals of Accounting; Gault, Monthly 
Standards of Performance for Department Stores; Gault, Yearly Stand- 
ards of Performance for Department Stores ; Walton School of Commerce, 
Walton Federal Income Tax Course; Christianson, An Accounting System 
for an Industrial Bank; Horn, Tendenzen zur Aussanderung von Ver- 
mégenswertinderungen in Betriebswirtschaftslehre; Rusche, Die Nenn- 
wertlose Aktie; Henzel, Erfassung und Verrechnung der Gemeinskosten 
in der Unternehmung; Kohler and Morrison, Principles of Accounting; 
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CONTRIBUTORS TO THE 
DECEMBER ISSUE 


Max J. WasserRMAN is assistant professor 
of economics at the University of Illinois. The 
material for his article was obtained in France 
under a fellowship granted by the Social Sci- 
ence Research Council. He holds degrees from 
Cornell and the University of Illinois and the 
degree Docteur és Sciences Economiques from 
the Universite de Lyon. 


Dr. Fritz Scumuipt is professor of business 
administration in the University of Frankfurt- 
am-Main, and editor of one of the important 
German business magazines. 


A. L. Pricxert, author and research work- 
er in accounting and statistics, is professor of 
accounting in Indiana University. 


H. L. Kunze has charge of the accounting 
department at the University of Wisconsin, 
Extension Division. 


R. B. Cowin is at present in charge of ac- 
counting at Lehigh University, having former- 
ly been a member of the accounting faculty at 
Carnegie Institute of Technology and an in- 


structor in economics at the University of 
Michigan. 


J. Wetpon Jones and W. E. Dickerson 
are assistant professors of accounting in the 
Department of Commerce Extension, Ohio 
State University. 


Ear A, Sauiers is professor of accounting 
at Louisiana State University of Agricultural 
and Mechanical College at Baton Rouge. He 
is editor of the first edition of the “Account- 
ants Handbook” and is also editor of the 
“Handbook of Corporation Management and 
Procedure.” 


Davin is head of the account- 
ing department at Northwestern University. 
The paper which he contributes to this issue 
was prepared for the annual meeting of the 
Association held last December. 


While it may be said generally that the Re- 
view is not in the market for poetry, the editor 
has been unable to resist publishing in this 
number a contribution from a well-known ac- 
counting instructor who desires, apparently 
for obvious reasons, to remain anonymous. 


Copyright, 1931, The American Association of University Instructors in Accounting 
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THE REGULATION OF PUBLIC ACCOUNTING 
IN FRANCE 


Max J. WASSERMAN 


His article proposes to discuss the 
regulation, by governmental author- 
ity, of the profession of public ac- 
countancy in France with particular refer- 
ence to the newly created diploma, of Ea- 
pert-Comptable Reconnu par lEtat. 
(Skilled accountant recognized by the 
state.) The réle of the French public ac- 
countant and consequently the importance 
of the new decree affecting the profession 
and giving its members an official title and 
status may be more clearly grasped if the 
main characteristics of private accounting 
practice in France are first briefly sketched. 
To the American, the French public ac- 
countant is obliged to ply his trade in some- 
what antiquated surroundings. The busi- 
ness technique of the French resembles the 
American practice which prevailed at the 
beginning of this century rather than that 
of the present time. Compared to American 
business organization, that of the French 
is less formal and more personal, more 
human than mechanical, traditional rather 
than “efficient,” conservative rather than 
aggressive. While there are many large 
units, France is generally considered the 
country of small, personal, and family en- 
terprises.* 
Under these circumstances, accounting 


These generalizations are made under reserve, 
for statements of this character are seldom ab- 
solutely true. They were made in view of the lim- 
ited space which precludes an adequate detailed 
treatment of the subject. Further, the comparison 
made between French and American practice is 
in no sense invidious—the system adopted by the 
one country or the other corresponds to the na- 
tional genius of the people and the economic fac- 
tors which condition it. One system can only be 
better than the other in that it is better adapted 


for private firms in France cannot be ex- 
pected to parallel practice in this country. 
In the first place, accounting occupies a 
small place in the life of the French enter- 
prise. The manager spends relatively little 
money for it, expects but little from it, 
does not make an inordinately large use of 
its results in the policies of his firm, and 
does not have unlimited confidence in its 
accuracy. It is frequently carried on by 
what many American accountants would 
term antiquated methods, although these 


to the circumstances which surround it. If French 
enterprise seems less formal, less efficient, less 
technical than does American enterprise, the reason 
lies with the enterpriser himself rather than with 
the theorist of business organization. France has 
produced a number of these theorists whose com- 
petence concedes nothing to the Americans when 
it does not surpass them absolutely, but the con- 
servative French enterpriser has shown himself 
somewhat reluctant to adopt their findings. Per- 
haps the greatest of these was Henri Fayol who 
inaugurated a system of industrial management 
which bears his name, Fayolisme. The bibliography 
of works dealing with business organizations is 
very large; the following list is a selection: Fayol, 
Henri, Administration industrielle et générale, 
Paris (Dunod), 1925; Carlioz, J.. Le Gouverne- 
ment des entreprises commerciales et industrielles, 
Paris (Dunod), 1927; Mattern, E., Création, or- 
ganisation et direction des usines, Paris (Dunod), 
1926; Chambonneau, L. (and others), La Tech- 
nique des affaires (9 vols.), Paris (Dunod); 
Carel, P., Les Bases de lorganisation commerciale 
et industrielle, Paris (Langlois); Wilbois, J., 
Etudes Worganisation commerciale, Paris; La 
Technique du travail du bureau (by a group of 
authors), Paris, 1927; Chevalier, J.. La technique 
de Vorganisation des entreprises, Paris. Among 
the periodicals, exclusive of trade journals, de- 
voted to the problems of business organization, 
the following are cited: Mon Bureau (Ed. Lang- 
lois et Cie., publishers, 186 Faubourg Saint-Martin, 
Paris); Bulletin de Comité National de l’Organi- 
sation Frangaise; Experta (M. Dequeker et Cie., 
publishers, 71 rue Desnouettes, Paris); /Usine 
(published in Paris). 
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methods may apply sound and modern 
theory and be carried out in some detail. 
That is, the books and forms employed may 
be regarded as “old-fashioned” while the 
methods are largely manual—very few 
machines are used.” 

In the larger firms, the work is carried 
on in a special accounting department un- 
der the direction of a head accountant 
(chef de comptabilité) who occupies a posi- 
tion somewhat less highly considered than 
that of his American colleague. His salary 
is not high; it is somewhat out of propor- 
tion with the importance of the work which 
he performs and the professional and moral 
qualities which the work demands.’ His 
functions and duties resemble those which 
prevail in this country. Generally speak- 
ing, private accounting work attracts and 
holds Frenchmen of considerable compe- 
tence and integrity who are not deterred by 
the low emoluments which the profession 
offers. Most of these accountants have 
learned their “trade” in the ranks; work- 
ing up from subordinate clerkships. The 
chief accountants possess an active pro- 
fessional association: the Compagnie des 
Chefs de Comptabilité which publishes a 
monthly review—Bulletin C. C. C.—con- 
taining articles and notes of both scientific 
and professional interest.* 


* The enterpriser is not entirely responsible for 
the use of these methods. The jurisprudential 
interpretation of certain parts of the Commercial 
Code—Articles 8 to 17 inclusive—is believed to 
render certain modern bookkeeping tools of doubt- 
ful legality; notably the use of loose-leaf books. 
This code, drawn up in 1807 under the direction 
of Napoleon, crystallized the practices of its day 
and a conservative judiciary has been unwilling 
to admit the use of modern methods, fearing that 
fraud might be engendered. This attitude is at 
present breaking down; more and more firms are 
adopting more modern tools. It is interesting to 
note that many of the modern tools of book- 
keeping at present in use are American products. 

* Almost all French “white collar workers” are 
poorly paid and the somewhat lower living costs 
of this economical people does not serve to bring 
the material standard of living up to that which 
here prevails for the same category of workers. 
The low salaries, then, of the chief accountant 
and his assistants, simply reflects a general tend- 
ency in French commercial organization. 

*The office of this association is 47 rue Cam- 
bon, Paris. Further information regarding account- 


Since France is a country of a somewhat 
individualized spirit, uniform accounting 
practice and procedure is not the rule. 
Each enterprise has its own system of ac- 
counts and worries but little about the 
system of other enterprises in the same 
field. In some cases, these systems are more 
or less traditional and have grown up with 
the business, while in others they have been 
designed by the chief accountant or by a 
consulting public accountant. The larger 
concerns employ complete and detailed 
systems and, in the case of manufacturing 
companies, an adequate cost system. The 
accounting practice of the smaller firms 
leaves much to be desired; usually but a 
rudimentary system is employed. 

The balance sheets and incomes state- 
ments of French corporations (sociétés 
anonymes ) are, by legal requirement, made 
public, while those of the other forms of 
enterprise are generally kept secret. These 
public statements are not any more in- 
formative than are those of some of our 
own corporations.’ It is another trait of 
the French character to regard all financial 
information as a strictly personal affair 
and this characteristic is much stronger 
with the Frenchman than with the Ameri- 
can. The financial statements are there- 
fore not always destined to give the reader 
an accurate picture of the affairs of the 
company—frequently they are carefully 
designed so as to leave the reader in the 


ing practice in France can be obtained by ad- 
dressing either the president, M. Alfred Cormier, 
or the secretary, M. Etienne Allegret, at the office 
of the Association. The author takes this oppor- 
tunity to acknowledge the invaluable assistance 
rendered him during his research in France by this 
organization and especially its president. 

‘These statements are generally published by 
the corporations as a part of the annual report. 
These annual reports contain much the same in- 
formation as do the reports of our own cor- 
porations. A French firm, the Société d'Etudes 
et de Statistiques Financiéres, 31 rue de Rome, 
Paris, publishes the financial statements of the 
leading French corporations in a very convenient 
form. The balance sheets and income statements, 
as published by this house, are given for a period 
of five years in a single folder, thus permitting 
interesting comparisons. These folders also contain 
much other useful financial data and may be ob- 
tained by either purchase or subscription. 
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dark as to the true status of the business.°® 
The books of the corporations are not 
generally audited by an independent public 
accountant. The work of auditing gener- 
ally falls to the lot of a committee, le con- 
seil de surveillance or les commissaires aur 
comptes, appointed by the shareholders. 
These “auditors” must all be shareholders 
in the corporation and, generally speaking, 
they are also members of the board of 
directors or, by reason of their heavy par- 
ticipation in the company, are closely 
allied to the board.’ Thus the affairs are 
generally verified by the same men who 
have conducted the business, or by those 
in very close touch with these men. They 
are seldom professional accountants. The 
results of such practice are so obvious as to 
need no comment. 

It is under circumstances such as these 
that the French public accountant must 
exercise his profession. The situation, if 
its present position is not all that one 
might desire, at least offers brilliant pos- 
sibilities to those practitioners possessing 
the necessary professional and personal 
qualities. Many men were attracted by the 
opportunities offered and France did not 
lack public accountants. Unfortunately, 
the profession counted many incompetent 
accountants in its membership. 

Until 1927, the public accounting pro- 


*During the author’s researches in France he 
was told by both accountants and business men 
that the statements were not always reliable. In 
some instances, according to these informants, 
the firms drew up two balance sheets; one for 
the directors of the corporation and another for 
publication, and the two did not tally in all im- 
portant respects. In these instances it is, of course, 
impossible to obtain the private statements which 
are doubtless the correct ones. The existence of an 
income tax in France doubtless will serve, in part, 
to explain this practice. 

*For further information as to the constitu- 
tion and functions of this committee see Pic, Paul, 
Des Sociétés commerciales, Paris (Rousseau), 
1925, vol. 3, p. 202 ff. A number of French 
authorities have decried this practice and recom- 
mended the auditing of the accounts by inde- 
pendent, external professionals. See, Pic. P., Op. 
cit., vol. 2, p. 654; Delavelle, Le Bilan aw point 
de vue comptable et juridique, Paris, 1910 (thesis 
for the doctorate), especially the conclusions; 
Thaller; Réforme de la loi des sociétés par actions, 
Paris, 1903. 


fession in France was characterized by a 
total absence of governmental control and 
supervision. Any one could style himself 
expert-comptable, open an office, and begin 
the practice of a public accountant with- 
out passing any examinations, acquiring 
any certificates, diplomas, or degrees, or 
submitting to any special form of official 
sanction.* Naturally this left the profes- 
sion open to all, the competent and the in- 
competent alike. Although, prior to 1927, 
the profession counted in its membership 
many accountants of great competence and 
high personal integrity, there was a marked 
tendency for the ne’er-do-wells, the failures, 
and the unsuccessful to enter; its reputa- 
tion suffered in consequence.® This state of 
affairs, further, worked to the detriment 
of French business since there was no guar- 
antee of the capacities of the experts-comp- 
tables who proposed to undertake work for 
the enterprise. 

Fortunately, the situation was not as 
bad as these bare facts indicate. The public 
accountants themselves had organized a 
number of societies or associations, mem- 
bership in which was limited to men of 
known capacity, and integrity.*® Some of 


®The term expert-comptable in French desig- 
nates a public accountant without any reference 
to the expertness or qualifications of the account- 
ant who adopts this title. The reason for its use 
in designating a public accountant, rather than 
any accountant expert in his profession, is tra- 
ditional. 

® There was tendency on the part of the French 
business men to regard all those who styled them- 
selves experts-comptables with suspicion—as men 
without any occupation of a serious nature. 

Perhaps the most important associations of 
this sort are the Société de Comptabilité de 
France, habitually designated as the “S. C. F.,” 
the Compagnie des Experts-Comptables de France; 
the Association Francaise des Practiciens de la 
Comptabilité; Fédération des Compagnies d’Ex- 
perts-Comptables de France et des colonies; the 
Compagnie des Experts-Comptables prés de Tribu- 
nal de Premiere Instance de la Seine; the Com- 
pagnie des Arbitres-Experts prés de Tribunal de 
Commerce de la Seine. The organization, aims, and 
work of all these accounting associations bear 
a fairly close resemblance. The following brief 
description of the S. C. F., which is typical, was 
taken from their Bulletin, vol. 40, no. 14: “This 
association includes several categories of members; 
perpetual members, honorary members, account- 
ants possessing diplomas (membres comptables di- 
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these associations required entrance ex- 
aminations, and in all cases applicants for 
membership were very closely scrutinized. 
At least one of them, the Société de Comp- 
tabilité de France, awards the title of ez- 
pert-comptable upon the successful comple- 
tion of an examination. The business man, 
therefore, could turn to members of one of 
these associations or select an accountant 
possessing the title of expert-comptable 
which they delivered and be reasonably cer- 
tain of securing competent work. Another 
guarantee of the integrity and competence 
of public accountants was to be found in 
the official appointment of accountants by 
the government for accounting-legal work 


plémés), regular members (membres adhérents), 
bookkeeper members (membres teneurs de livres). 
The members are admitted to the association 
upon the recommendation of the board of directors 
(conseil d’administration) which, at the same time, 
is charged with the general administration of 
the Association. Examinations are held by the As- 
sociation at regular periods in various parts of 
France and lead to the delivery of the following 
brevets or diplomas: bookkeeper’s certificate (cer- 
tificat de teneur de livres), accountant’s diploma 
(diplome de comptable), title of expert-comptable 
(brevet d’expert-comptable). These diplomas are 
delivered to the successful candidates in the name 
of the Association and, while they have no offi- 
cial standing, constitute a guarantee of the pro- 
fessional aptitudes of their holders. In the ab- 
sence of state diplomas, certificates, or degrees, the 
titles conferred by the society performed a valv- 
able service in aiding business men in their choice 
of accountants of determined capacities. The As- 
sociation, further, maintains classes in accountancy 
and commercial subjects which serve to aid the 
candidates in their preparation for these exam- 
inations and also aid in raising the general stand- 
ards of the profession in France. A_ placement 
department assists accountants in securing em- 
ployment and employers in obtaining competent 
accounting help. A technical accounting library is 
maintained by the Association; it also sponsors 
conferences and lectures on subjects of interest 
to the profession. Its periodical, the Bulletin de la 
Société de Comptabilité de France, publishes the 
minutes of its meetings, as well as technical and 
theoretical articles on accountancy, commercial 
practice, and business law. All of the services 
which the Association renders are gratuitous. Fur- 
ther information concerning the Association, as 
well as data on the accounting profession in 
France, can be obtained from the secretary at 
his office, 92 rue de Richelieu, Paris. It has been 
the author’s experience that the French account- 
ants respond cheerfully to requests for informa- 
tion and that they are generally most anxious 
to establish connections with American account- 
ants and accounting associations. 


in connection with the courts of law, giving 
rise to the use of titles such as expert- 
comptable serving the courts” (expert 
comptable prés les tribunaux) or Arbitra- 
tor-Reporter for the Tribunal of Com- 
merce (Arbitre-Rapporteur au Tribunal de 
Commerce). However, but a few of the 
qualified accountants could hope to acquire 
one of these official court titles since the 
number was limited to the places available. 
Further, the nomination of appointees to 
these offices was based upon considerations, 
not only of capacity and integrity, but 
often foreign to the practice of public ac- 
countancy. Finally, the business man could 
find some guarantee in the professional 
standing and reputation of the public ac- 
countants; although these considerations 
do not always furnish a very substantial 
recommendation. 

The situation, then, of French public 
accounting was at best chaotic. Although 
the accounting associations performed 
valuable services in designating, by mem- 
bership or diploma, duly qualified practi- 
tioners, there was little uniformity in the 
requirements of the several groups,’* none 
of them were official, state, organizations, 
and it was not unlawful for any one to ar- 
rogate for himself the “title” of eapert- 
comptable and thus to deceive the unin- 
formed and unsuspecting. 

{ver since 1900, French public account- 
ants and their associations have been seek- 


"Tt is, of course, evident that there is but little 
uniformity to be found in the delivery of the di- 
plomas of certified public accountant in the 
United States, since each state lays down its own 
particular requirements. The use of the Institute 
examinations has accomplished much in the way 
of rendering the tests uniform but we still have 
a few “easy” states. The French, living under a 
strong central government which is not constructed 
upon the federal system, have a decided penchant 
towards uniformity in the requirements for titles, 
diplomas, and degrees. Thus all the university de- 
grees are granted by the state; private universi- 
ties may not do this. Admission to the professions 
of medicine and law is only granted upon passing 
state examinations (which are the same as those 
for the degrees of doctor of medicine and licentiate 
in law) which are uniform all over France. It 
is thus astonishing that one found no central con- 
trol over the profession of public accountant in 
France. 
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ing a solution for this problem. After the 
war, the agitation for governmental sanc- 
tion for the practice of public accounting 
became more intense and finally, on May 
27, 1927, M. Gaston Doumergue, Presi- 
dent of the French Republic, signed a de- 
cree creating the title “eapert-comptable 
recognized by the State.” to be delivered 
by the State to candidates meeting the re- 
quired conditions.” The text of this decree 
contains the following provisions :** 


1. There is hereby created the title of 
“Expert-Comptable Recognized by the State.” 
This designation is reserved for those desiring 
to make a profession of the work of organiz- 
ing, verifying, judging (apprécier), or re- 
stating (redresser), accounting and accounts 
of any nature. 

2. In order to obtain this brevet the candi- 
date must meet, successively, the following 
conditions: (a) Pass a preliminary examina- 
tion, (b) spend five years as a public-account- 
ing apprentice (accomplir un stage profes- 
sionel de cing annees), (c) pass a final ex- 
amination. 

8. Candidates must be nineteen years old 


* The decree carries also the signatures of MM. 
Edouard Herriot and Maurice Bokanowski, Minis- 
ter of Public Instruction and Minister of Com- 
merce respectively. As reported in the French ac- 
counting periodical, Eaperta, no. 33, June, 1927, 
pp- 242-243, the immediate steps leading to the 
promulgation of this decree were as follows: 1. 
Creation by the Société de Comptabilité de France 
of its private brevet of expert accountant in 1905; 
2. The elaboration of rules governing admission 
and a disciplinary control over membership by 
the Compagnie des Experts-Comptables de Paris 
in 1912; 3. In 1922, the Congress on Training for 
Commerce (Congrés de la Formation Commerciale) 
voted resolutions favoring official sanction for pub- 
lic accountants; 4. M. Troullier, President of the 
Tribunal of Commerce of the Seine, drew up a 
report, on the basis of these resolutions, tracing 
a general plan for the State title of expert-comp- 
table; 5. M. Emile, Inspector General of Techni- 
cal Education, proposed that a committee be 
formed to study the requirements for the acquisi- 
tion of the title; 6. This committee elaborated the 
decree which was promulgated. The committee was 
composed of, among others, representatives of the 
public accounting profession, chambers of com- 
merce, the Commercial Tribunals, the Law School 
of the University of Paris. 

% Source for the text of the decree: Experta, no. 
33, June, 1927, pp. 243-244. Instead of presenting 
a literal translation of this decree, it has been 
deemed advisable to present a résumé of the prin- 
cipal provisions of each of its articles. 
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before the first of January of the year in 
which the preliminary examination is held. 

4. The period of apprenticeship consists in 
five years’ professional work in the office of 
an expert-comptable holding the state di- 
ploma. The apprentice must be a permanent 
member of this accountant’s staff. Or it may 
consist of ten years from the date of this 
decree in the office of an expert-comptable 
who does not possess the state diploma. 

5. The preliminary and final examinations 
consist of eliminatory written examinations 
followed, for the successful candidates, by 
oral examinations. Those candidates passing 
the written examination, but failing in the 
oral examination, will not be obliged to re- 
write the written examination the next time 
they apply, but many proceed directly ‘o the 
oral examination, provided the oral examina- 
tion is taken during the following year.** 

6. As a transitory measure, the title “ez- 
pert-comptable recognized by the State,” may 
be conferred upon French experts-comptables 
without examination who meet the following 
conditions: (a) Be licensed (taxed) as public 
accountants, (b) be thirty years of age, at 
least, (c) have accomplished a minimum of 
five years’ consecutive practice in the pro- 
fession without being exclusively attached to 
any determined business enterprise. Such pub- 
lic accountants must request that this title 
be conferred upon them within a year from 
the date of promulgation of the decree. 

7. The examinations, the apprenticeship, 
and the transitory measures of Article 6 shall 
be determined by an ordonnance (arrété) of 
the Ministers of Public Instruction and of 
Commerce. 

8. The Ministers of Public Instruction and 
of Commerce are charged with the execution 
of this decree. 


Three days after the promulgation of 
this decree the Ministers of Public In- 
struction and of Commerce published an 
ordonnance (arrété), under the provisions 
of Article 7, fixing the official requirements 
for the preliminary and final examinations, 
the period of apprenticeship, and the 
transitory measures. 

The preliminary examination will be held 


“These general examination provisions follow 
those set down for all important university and 
civil service examinations in France. 
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in such centers as may be indicated by a 
decision of the Minister of Public Instruc- 
tion.” The examining committee (jury) 
shall be composed of five members as fol- 
lows: President, an inspector of technical 
education; an examiner for applied com- 
mercial and financial mathematics; an ex- 
aminer for law; an expert-comptable; a 
delegate of the economic region for the 
territory in which the examination is held.”* 
The first four members of the committee 
are appointed by the Minister of Public In- 
struction while the fifth is appointed by 
the council for the economic region con- 
cerned. 

Subject matter of the preliminary ex- 
amination : 

Principles of Accounting Technique: 
Fundamentals concerning the constitution 
and handling of the various accounts. 
Usual methods of executing accounting 
work. The construction of accounting 
systems for business enterprises; their 
conception and realization. 

Principles of Public Law and French 
Civil Law: Summary notions on the organi- 
zation of the public authority. Essential 
notions concerning persons, goods, debts, 
contracts, inheritance, privileges, mort- 
gages. 

Elements of Commercial Law: Commer- 
cial legal operations (l’acte de commerce). 
Legal situation of the commercial enter- 
priser (commergant). Commercial firms. 
Sales. The pledge for repayment. Trans- 
portation by land a_ sea. Commercial 
instruments. The commercial firm consid- 
ered as an investment (le fonds de com- 
merce). Sale and bailment. Commercial 
registers.*’ Failure and judicial liquidation. 
Industrial and commercial property. 


* Source for the text of the ordonnance: Ez- 
perta, no. 33, June, 1927, pp. 244-248. 

* For economic and administrative purposes, 
France is divided into a certain number of “eco- 
nomic regions.” Each region is provided with a 
council which deals with questions of economic 
interest concerning its territory. 

* All business firms in France are required by 
law to be registered with the public authority. 
This examination question deals with the require- 
ments of this law. 
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Financial Mathematics: Simple interest 
and discount. Checking accounts with in- 
terest. Compound interest. Annuities. Ele- 
ments of insurance and long-term credit. 

Principles of Economics: Production, 
exchange, wages, money, and consumption. 

The Life and Mechanism of Business 
Enterprises: Reasons for the creation of 
business enterprises. Constituent elements 
of enterprises. How enterprises are formed, 
how they function and end. How business 
interests organize in view of relations with 
the public authority. 

This preliminary examination consists 
of two parts: written and oral. The writ- 
ten examination is eliminatory; only those 
candidates who pass it will be admitted to 
take the oral examination. The following 
table presents the division of the subject 
matter between the written and oral ex- 
amination: 


Subject Matter 
Written Examination 
A three hour dissertation on the life of busi- 
ness enterprises or on economics ........ 1 
A three hour composition on accountancy .. 2 


Coefficients 


3 
Oral Examination 
Elementary accounting technique .......... 2 
Principles of public and civil law .......... 1 
1 
Financial mathematics 2 
The life and mechanism of enterprises or 
7 
10 


Each of the examination subjects is 
graded on a point basis: from 0 to 20 
points, 20 points being equivalent to the 
American grade of 100 per cent. The ex- 
amination grade is then multiplied by the 
coefficient in order to obtain the final point 
result for the subject. To pass the written 
examination, and to be admitted to the 
oral examination, the candidate must ob- 
tain a total of 30 points on both subjects 
of the examination and not obtain less than 
5 points on either subject. In order to pass 
the entire examination, the candidate must 
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then obtain sufficient points on the oral 
examination to bring his total up to 100 
points, whatever particular grades are ob- 
tained on the oral subjects.** Since the 
possible total number of points is 200 (10 
coefficients 20 points maximum on each 
subject), the passing grade would cor- 
respond to the American percentage grade 
of 50 per cent. This is apt to strike the 
American reader as low, for our own pass- 
ing grades are generally higher, very sel- 
dom below 60 per cent, and generally some- 
what higher—the average passing grade 
here would probably approximate 70 per 
cent. This passing average of ten points or 
50 per cent is almost the universal French 
minimum passing grade for all school and 
state examinations and the French ex- 
aminers, who are generally quite severe, 
grade examinations on that basis. Those 
candidates whom they expect to pass are 
given ten points or more. Those destined to 
be failed are given fewer than ten points. 
It must not be concluded, therefore, that 
because the average appears lower than 
our American average, that the examina- 
tions are any easier to pass. On the oral 
examination, the grading system permits 
the candidate to recuperate low grades, 
below the passing minimum, in some sub- 
jects, by grades above this minimum in 
other subjects. This practice, which tends 
to favor specialization, is not permitted in 
most American examinations. 

It is interesting to note in passing that 
the examination questions are prepared in 
the technical education department of the 
Ministry of Public Instruction and are 
transmitted to the members of each regional 
examining committee. Here the examination 
questions are not opened except in the pres- 


*This grading system, which may appear odd 
to those accustomed to the American percentage 
or letter grade systems, is universally employed 
in France for school, university, and civil serv- 
ice examinations where it has given satisfactory 
results for a number of years. It is fundamentally 
the same as our own system of percentages; where 
we use a scale from 0 to 100, the French use 
the scale 0 to 20. Just as in the case of our per- 
centage system, the reasons for its use are more 
traditional than rational. 
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ence of all the candidates at the hour of the 
examination. The list of successful candi- 
dates is then sent to the Ministry where the 
necessary papers for entering the appren- 
ticeship are then mailed out to those who 
have passed. 

In each economic region a register of 
apprenticeship is maintained. In order that 
an apprentice be inscribed on the register 
he must send the president of each eco- 
nomic region a formal request accompanied 
by the papers certifying that the prelimin- 
ary examination has been passed and a 
letter from the accountant in whose office 
he is to work, which declares that the ap- 
prentice will be employed in his office. Twice 
a year the president of the economic region 
is required to assure himself of the regu- 
larity of the work of each apprentice. 

In each center where an apprenticeship 
register is maintained, a disciplinary coun- 
cil is instituted. This council is composed 
of the president of the economic region or 
his delegate, an inspector of technical edu- 
cation, and an accountant. The two latter 
are appointed by the Minister of Public 
Instruction. This council watches over the 
conduct of the apprentices and has the 
power to punish breaches of professional 
discipline. Three types of punishments are 
provided: 1. Warning. Two warnings con- 
stitute the maximum; further breaches of 
discipline must then be punished by more 
severe means. 2. Suspension. The maximum 
duration of a suspension is six months. 8. 
Expulsion. The council, if it decides upon 
expulsion, must propose this punishment to 
the Minister of Public Instruction who then 
makes the final decision. This punishment 
is only given for violations of discipline of 
an exceptionally grave nature. No punish- 
ment can be meted out before the appren- 
tice has been allowed to explain or justify 
his conduct. 

The disciplinary council has also the 
power to permit an apprentice to interrupt 
his apprenticeship for a period not exceed- 
ing a year. It may also permit an appren- 
tice to quit one office and enter another 
either in the same or different city. Any 
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apprentice called for military service has 
automatically the right to interrupt his 
apprenticeship for the entire period of this 
service. Once the five-year period is accom- 
plished, the president of the economic re- 
gion delivers the apprentice a certificate 
which gives him the right to take the final 
examination. 

The final examination is held in such 
centers as the Minister of Public Instruc- 
tion may designate. The examining com- 
mittee is composed of six members: An in- 
spector of technical education, president; 
an examiner for applied commercial and 
financial mathematics; an examiner for 
law; two experts-comptables; and a dele- 
gate of the president of the economic re- 
gion concerned. ‘The first five examiners are 
named by the Minister of Public Instruc- 
tion. The final examination is composed of 
the following subjects: 

Advanced Accounting Technique (Tech- 
nique comptable approfondie): Applica- 
tions of accounting technique to various 
types of commerce, industry, finance, agri- 
culture. Accounting for the non-commer- 
cial professions and eleemosynary institu- 
tions. Balance-sheet study and anlaysis. 
Accounting systems. Bookkeeping ma- 
chines and tools. 

Auditing (Expertise comptable): Meth- 
ods of accounting control. The investiga- 
tion and discovery of errors and frauds in 
irregular accounting systems or in poorly 
kept books. Accounting statements and re- 
ports. Auditing for civil, commercial, and 
penal law cases. 

Bank and Exchange Operations : Funda- 
mentals of banking. The teller’s operations. 
Credit and financial operations. Methods 
of securing the repayment of a loan. The 
stock exchange; the nature of its business, 
types of traders and brokers,’® methods of 
trading, cash and margin trading. The 
produce and merchandise exchanges; spot 
and future transactions, warehousing, bills 


* The French stock exchange counts several dif- 
ferent types of agents and brokers, each group 
dealing in its proper sphere of trading and opera- 
tions. 


of lading and warehouse receipts, public 
auctions. Foreign exchange; bills of ex- 
change, foreign exchange transactions, the 
practical mechanism of foreign exchange 
operations. 

Principles of Legal Procedure: The sub- 
ject matter, the persons, and the places 
which may form the object of legal cases. 
Various methods of beginning legal action 
in the several jurisdictions. Methods of ad- 
ministering legal proof. The revision of 
closed books. Elements of legal opinions 
and decisions. Methods of appeal against 
the decisions of the several jurisdictions. 
Methods of executing judgments. Causes, 
other than judgments, which may close 
cases. 

Public Finance: Various types of taxes 
Practical study of those taxes which con- 
cern especially commerce and industry. 
Registration and stamp tax law. Fiscal 
obligations peculiar to business firms. Cus- 
tom and excise tax law. 

Labor Law: The labor contract, its 
formation, execution, and rupture. Legis- 
lation concerning industrial accidents, 
hours, conditions, and risks of labor. 

The table below presents the division of 
these subjects between the written and oral 
examination: 
Subject Matter 


Written Examination 
A three hour dissertation upon a law subject 


Coefficients 


taken from the above program .......... 2 
A three hour composition on the applications 
of accounting technique. 3 
5 
Oral Examination 
Advanced accounting technique ............ 2 
Banking and exchange operations .......... 1 
The special rules of law concerning auditing 
Labor law or legal procedure .............. 1 
10 
15 


The same grading system is employed in 
this examination as was used for the pre- 
liminary test with the exception that here 
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the candidate is required to obtain a total 
of 60 points on the written examination, 
which is again eliminatory, in order to be 
permitted to take the oral examination. 
On a basis of a maximum of 20 points for 
each examination, an average of 12 must 
be obtained which, when multiplied by the 
coefficient X 5, gives a total of 60 points. 
Ten points was a sufficient average to pass 
the preliminary examination; the minimum 
passing standard is higher in this case. 
Here again the candidate must obtain a 
minimum grade of at least five on each 
subject. In order to pass the entire ex- 
amination, the candidate must then ob- 
tain sufficient points on the oral examina- 
tion to bring his total up to 180 points— 
again an average of 12 points, or 60 per 
cent under the American grading system. 
The examination questions are prepared 
by the Ministry of Public Instruction and 
mailed to each examining center where they 
are opened in the presence of the candi- 
dates. The certificates are delivered by the 
Minister to the successful candidates. 
There are certain points which remain to 
be noted in connection with these examina- 
tions. In the first place, all the candidates 
must write the written preliminary ex- 
amination. Among those who pass, the 
candidates possessing certain diplomas are 
exempted from parts of the preliminary 
oral examination. Graduates holding the 
advanced diploma of the School of Higher 
Commercial Studies (Ecole des Hautes 
Etudes Commerciales,); a commercial high 
school (école supérieure de commerce) on 
the government official school list; or those 
holding the teacher’s certificate for com- 
mercial subjects or the professor’s certifi- 
cate for the practical commercial schools 
(écoles pratiques de commerce) are ex- 
empted from elementary accounting tech- 
nique and financial mathematics. Licenti- 
ates in law, or those holding the advanced 
diploma of the School of Higher Commer- 
cial studies, are exempted from the exami- 
nations of public, civil, and commercial law. 
For these candidates the number of points 
required to pass the preliminary oral ex- 
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amination is reduced proportionately. 
Those candidates who graduate on the 
“classified list?” from the Polytechnical 
School (Ecole Polytechnique), the Central 
School of Arts and Manufacturers, or who 
are members of the Institute of French 
Actuaries, are only required to serve four 
years of apprenticeship instead of the 
usual five. Professors in the technical edu- 
cation branches, which includes commercial 
subjects, may serve their periods of ap- 
prenticeship while still performing their 
professorial duties. They must however, 
spend a minimum of fifteen hours a week 
of effective work in the office of an expert 
accountant. All the candidates, without ex- 
ception, are required to take the final ex- 
amination and no exemption is permitted 
for any subject here. 

The decree providing for the diploma of 
expert-comptable contained, in Article 6, 
a provision stating that public accountants 
having five years’ practice and who are 
thirty years of age might obtain the title 
without examination. The ordonnance 
under discussion provides the detailed 
rules to govern these cases. Application 
must be made, in all instances, within one 
year after the promulgation of the decree. 
The members of certain accounting asso- 
ciations must send their applications to 
the president of their association; the 
others send their applications directly to 
the Minister of Public Instruction. Those 
associations which are qualified to receive 
the applications of their members are those 
which have, prior to January 1, 1927, 
made a declaration under the prescriptions 


* The “classified list” of each school includes 
only those candidates who graduate in the upper 
ranks of each class. The number of graduates 
in these upper ranks varies from school to school 
and year to year. It may be noted in passing 
that entrance to all of the schools mentioned above 
is determined after a competitive examination. A 
fixed number of places are open in each school 
and there are always many more candidates for 
entrance than openings. The competition is severe 
for some of them, especially the Polytechnical 
School, where many seek entrance and but few 
are admitted, and where the subject matter of 
the competitive examination is difficult. 
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of Article 5 of the law of July 1, 1901”; 
which are organized in view of grouping 
expert technicians exercising the profes- 
sion usefully and honorably; which pro- 
vide for disciplinary control over the mem- 
bership; and which are acceptable to the 
Minister of Public Instruction. At the date 
of promulgation of this ordonnance, the 
following associations were declared to 
have fulfilled these conditions: 

1. The associations (compagnies ) of ac- 
countants affiliated with the Fédération 
des Compagnies d’Experts-Comptables de 
France et des Colonies. 

2. La Compagnie Professionelle des Ex- 
perts-Comptables de France. 

3. La Compagnie des Experts-Com- 
ptables prés de Tribunal de Premiére In- 
stance de la Seine (The Association of Ez- 
perts-Comptables Serving the Court of 
Original Jurisdiction of the Seine Depart- 
ment). 

4. La Compagnie des Arbitres-Experts 
pres de Tribunal de Commerce de la Seine. 
(The Association of Skilled Auditing Arbi- 
trators Serving the Tribunal of Commerce 
of the Seine Department). 

The president of the association, after 
receiving the application, must then in- 
vestigate the applicant in an effort to dis- 
cover if he fulfills all the necessary con- 
ditions laid down by the decree for ob- 
taining the rank of ea«pert-comptable 
without examination. He must create a 
separate dossier of information for each 
applicant which must contain, among other 
things, the opinion of the disciplinary 
council of the association on the accept- 


"The law of July 1, 1901, is a most important 
piece of legislation for it is the fundamental, con- 
stituent law for the creation of associations or- 
ganized for a non-profit purpose. Article 5 of 
this law provides for the legal capacity of these 
associations—a modified or restricted form of cor- 
porate personality. In order to obtain this person- 
ality, the association must register its statutes, 
name, object, and officers with the local pre~ 
fectural authority. Thus only those associations 
of accountants which are organized as profes- 
sional, non-profit societies, and which are regis- 
tered with the public authority and consequently 
possess limited corporate personality are recog- 
nized by the ordonnance under consideration. 
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ability of the applicant. This dossier is sent 
to the Minister of Public Instruction. 

Those who do not belong to any of the 
associations listed above must send their 
application directly to the Minister accom- 
panied by documents establishing their 
moral and professional qualifications for 
the brevet. All the applicants are required 
to furnish the Minister or the president 
of their association any information or ex- 
planations which may be requested. 

The Minister of Public Instruction ex- 
amines all the applications, whether re- 
ceived directly or through the association 
presidents, in an effort to discover if they 
have been duly verified and if the applicant 
may reasonably be said to have met the 
prescribed conditions. To those applicants 
who meet the conditions as set down in 
Article 6 of the decree, he delivers the title 
of expert-comptable recognized by the 
State. 

It is hardly necessary to conclude that 
these new regulations represent a most im- 
portant step in the organization of French 
public accounting and that it should prove 
beneficial to both the profession itself and 
the business interests which it serves. It 
is quite possible that the improvement in 
the professional qualifications and official 
status of the profession will materially aid 
the French public accountants to improve 
the French accounting practice which was 
outlined in the early paragraphs of this 
article. Further, the regulations are more 
than a mere step in the right direction— 
they are more than compromise measures 
—representing as they do a more or less 
definite status for the public accountants. 
France was fortunate to secure in one 
stroke such a complete code for her public 
accountants. 

It must, however, be carefully noticed 
that there is nothing in this legislation 
which excludes any one from public ac- 
counting practice who does not possess 
the title. The profession is still open to 
all who desire to pursue it. In this respect 
it resembles our own state C.P.A. laws. 
Again, it does not prevent any one from 
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adopting the title of e«pert-comptable 
which, as we have seen, really means pub- 
lic accountant, nor does it prevent any 
association from conferring this title upon 
its members. It merely creates the term, 
“Expert-Comptable Reconnu par lEtat.” 
It would doubtless have been better to cre- 
ate a different title which would prevent 
any possible confusion and reserve it ex- 
cusively for those who had obtained it 
under the provisions of the decree. In this 
respect our own American state legislation 
is somewhat superior. It was, without 
doubt, desired to retain the term “expert- 
comptable” because the French public has 
learned, through the usage of many years, 
that this term means public accountant as 
distinguished from these accountants in 
private employment. A new term might 
have made for some confusion on this 
point. Further, those who secure the State 
diploma will not fail, it may safely be pre- 
sumed, to stress the fact that they are 
public accountants recognized by the state. 

The examinations and apprenticeship 
arrangements represent an ingenious con- 
ception. The great advantage of this ar- 
rangement consists of the elimination, at 
the very outset, of some candidates who are 
mentally unfitted for the work of public 
accountant. This is accomplished by the 
preliminary examination which must be 
passed before the candidate can proceed to 
his apprenticeship and final examination. 
This should prove of benefit to both the 
profession and the prospective young ac- 
countant for it will impede the entrance of 
many who are obviously unfitted for the 
work and thus save the time and nerves of 
the accountants who will now have, possi- 
bly, a smaller turnover of young account- 
ants. And it will also prevent the young 
prospective accountant from waisting his 
time in a profession for which he displays 
but little aptitude. 

The apprenticeship feature itself is an 
excellent provision for it will serve to 
guarantee that the public accountants have 
had sufficient practice to undertake work 
of a serious nature. No one can now style 
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himself “expert-comptable recognized by 
the State” without having had at least this 
minimum practice. This feature, however, 
is apt to create abuses. It is possible that 
public accountants will take advantage of 
this measure to secure assistants or, as we 
say, junior accountants, at a very low 
remuneration and to keep them in this 
situation for five years. There is no way 
that aspiring young accountants can now 
secure the State brevet without serving this 
apprenticeship; thus it would be an easy 
matter for the established accountants to 
take advantage of this provision. Of 
course, much will depend upon the number 
of aspirants in comparison with the num- 
ber of practicing accountants, since the 
rules provide that an apprentice may 
change employment if he feels that this is 
desirable. Finally, it must be noted in this 
connection that the value of the ap- 
prenticeship period will depend largely 
upon the way in which it is carried out by 
the employer; upon the experience and 
training which it affords during the five 
years. 

The examination requirements strike one 
at once as being broad. They require that 
the aspirant possess, in addition to his 
equipment of technical accounting informa- 
tion, knowledge of many other things both 
useful and desirable for the accountant. 
While a knowledge of business law is all 
that is usually required of the American 
accountant, the French colleague must 
know commercial, civil, labor, and public 
law and legal procedure. He is also re- 
quired to know the fundamentals of 
theoretical economics, business administra- 
tion, banking and exchange, public finance, 
and financial mathematics. This program 
exceeds our own C.P.A. requirements in 
even the most difficult states. In a word, the 
French public accountant must possess a 
broad training; a large background of 
business culture.** It is evident, however, 


=It is evident, from these requirements, that 
the French desire to bring the standard of the 
public accounting profession up to something ap- 
proaching that which prevails in the professions 
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that a mere list of subjects is no sure index 
of the ease or difficulty of an examination. 
It is rather the spirit in which the examina- 
tion is carried out that determines its 
effectiveness. Although our own C.P.A. 
examinations may look easy if one limits 
oneself to a scrutiny of the subjects; they 
are usually carried out in such a manner 
as to make them exceedingly difficult in 
practice through the nature of the ques- 
tions which the candidates are called upon 
to answer. It is, however, hard to see, for 
a person who has had some experience with 
French examinations in some of these sub- 
jects just how they can be easy. French 
examinations in law and economic subjects 
are difficult from the complex nature of the 
subject matter itself, which requires much 
time to master even if the examination 
questions are not in themselves especially 
profound. It is impossible, however, at the 
present time, to pass judgment here upon 
this phase of the examinations—it will first 
be necessary to have a typical set of ques- 
tions and answers before this can be done. 

It appears at first glance that the ex- 
aminations make no provision for that im- 
portant part of all American C.P.A. tests, 
accounting theory. The accounting part of 
the examination provides for tests of the 
candidate’s knowledge of accounting tech- 
nique, systems, and auditing. No specific 
provision is made for accounting theory. 
This appears strange in a country in which 
the theoretical discipline of accounting has 
always been held in honor and whose liter- 
ature abounds in first-class works on the 


of law, medicine, and engineering, where the stand- 
ard of general and professional culture is very 
high; more so than one might be inclined to sus- 
pect. In the past the standards of the public 
accounting profession in France have left some- 
thing to be desired and the profession suffered 
in consequence, both in the quality of the services 
which it rendered and in public esteem. The new 
requirements should go a long way towards the 
improvement of this situation; one may expect 
that the public accountants will now take their 
place in the world of French professional men 
and there cut at least a reasonably respectable 
figure. 
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subject. In fact, accounting practitioners 
may frequently be heard to reproach ac- 
counting authors and professors with be 
ing too theoretical. Here again, one must 
not be led astray by the mere titles of the 
examination subjects. The French, even in 
their theoretical works, seldom employ the 
term accounting theory, but include 
theoretical discussions in their considera- 
tions of accounting methods and technique. 
It is therefore probable that the examina- 
tion carries a theoretical part under the 
headings which are apparently reserved 
for accounting technique.** Its logical 
place, it would appear, lies in the oral ex- 
amination, while the written examination 
provides a place for the solution of prac- 
tical, technical questions. 

One must not be too hasty in making 
invidious comparisons as to the relative 
values of the American and French ac- 
counting examinations, requirements, and 
standards and to conclude superficially 
that the one is superior or inferior to the 
other. The cultures and institutions of the 
two countries differ in important essentials 
and accounting in the two nations must al- 
ways be studied with the differences in 
“background” in mind. The essential prob- 
lem is to understand what is being done and 
how it is being done. Further than this, no 
intelligent man should care to go. In order 
to complete our understanding of the new 
regulations in France affecting the profes- 
sion of public accounting, it will be neces- 
sary to procure copies of the examinations 
and the standard or approved solutions, 
and some information as to the spirit in 
which the apprenticeship requirements are 
being met. This may well form the basis 
of a future contribution on the subject. 

*In translating, one is apt to be led astray 
by a too literal rendering of words from one 
tongue to the other. Thus it is quite possible, al- 
though the author’s knowledge of French does 
not permit him to state with any positive assur- 
ance, that the French word technique includes 
what we commonly understand by theory in addi- 


tion to the usual connotation of the word in stand- 
ard English usage. 
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LABOR TURNOVER RATE AND COST 


A. L. PRICKETT 


mains unsolved. This problem is not 

a new one, but over the years has 
taken on varied aspects and has attained 
a significance which now calls for universal 
serious attention. The scope of the prob- 
lem places it beyond the limits of compre- 
hensive treatment in a single paper or by 
one individual. Of world-wide, international 
application, it knows no political bound- 
aries, nor territorial prohibitions. ‘Labor 
turnover is not only an industrial prob- 
lem; it is a vast social problem. With some- 
what cyclical regularity, it assumes the 
nature of an epidemic, under the diagnosed 
name of “unemployment.” For a single 
company, labor turnover has not been con- 
sidered as fatal, but the effects upon busi- 
ness of the malady in virulent form and 
epidemic proportions, are paralysis or 
death. In 1921, consequences were serious 
enough to warrant codrdinated and de- 
termined effort. Instead of that, only here 
and there was any constructive work done. 
No real lesson was learned. In 1929 and 
1930, business suffered losses which justify 
the expenditure of a large sum to prevent 
the recurrence of such a situation or at 
least to insure distinct progress in that 
direction. 

To understand the situation, we must 
review the last score of years briefly. 
Sporadic efforts at the measurement of sci- 
entific management and the preliminary re- 
ports of the Industrial Commission, ap- 
pointed in 1912, prepared the soil for the 
discussion of the labor factor. In 1915, 
M. W. Alexander, in charge of the General 
Electric Company training school, West 
Lynn, Massachusetts, gave an address be- 
fore the Twentieth Annual Convention of 
the National Association of American 
Manufacturers at New York. In analyz- 
ing statistics for twelve plants he pointed 
out that 42,571 people had been hired to 
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increase the force by 6,697. Allowing for 
such contingencies as death and sickness, 
it was estimated that over 22,000 unneces- 
sary engagements had been made within 
one year at an economic loss exceeding 
$831,000. Mr. Alexander took more or less 
of the engineer’s viewpoint, looking upon 
labor turnover as a factory loss of indus- 
trial efficiency. 

At about the same time, J. H. Willits of 
the University of Pennsylvania was stress- 
ing the humanizing of industrial relations 
as a means of and a benefit from reducing 
labor turnover. The two ideas, stressing 
business efficiency and profit on the one 
hand, and human relations on the other, 
overlapped at many points and coincided 
on the desirability of reducing the rate of 
turnover. 

During the period 1917-1919, man- 
power was relatively scarce, a fact which 
gave added impetus to the movement. 
Causal factors were studied further and 
particular attention was given to the meth- 
ods of computation. 

In 1921, as the depression following the 
war was being keenly felt, business was in- 
clined (and not without reason) to cut out 
labor records in so far as possible. In some 
cases not only the frills but also the funda- 
mental records were discontinued. The 
Philadelphia study’ brings forth the fol- 
lowing quotation as characteristic of the 
attitude: 

We have not been hiring anyone for almost 
two years and the folks leaving our employ 
do not leave because of any dissatisfaction, 
either on their part or ours. The few that 
do leave our employ are fortunate enough to 
secure some other work that for the time being 
pays them better. This is not a true condition 


*Four Years of Labor Mobility by The Indus- 
trial Research Department, Wharton School of 
Commerce and Finance; Sup. to Vol. cxtx, Annals 
of the American Academy of Political and Social 
Science, p. 130. 
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of affairs. In fact, I feel that all efforts of 
comparison at the present time are a waste of 
time and effort. 

When business has improved sufficiently so 
that industrial plants are building up and 
have cause to hold their present corps of 
workers, it is then that comparisons become 
valuable. If you could conserve your fund 
until it would mean something to industrial 
plants, I believe you would have a great many 
interested whom you could not interest today. 
The survey was, however, made, covering 
1921-1924, and proved to be a fine piece of 
work. 

The Board of Directors of the Indian- 
apolis Chapter of the National Association 
of Cost Accountants voted in the summer 
of 1929 to authorize the then Research 
Director to make a study of “Labor Turn- 
over Rate and Cost.” Business men and 
forecasting organizations found their pre- 
dictions and anticipations somewhat at 
variance with the facts so that when we 
had completed our preliminary work and 
were ready to gather data, we found our 
efforts projected into a period of sustained 
and tenacious depression. A large number 
of companies, associations of companies, 
and research organizations were written or 
interviewed and all available literature on 
the subject covered. The companies were 
very desirous of obtaining information, but 
it appears that they had no adequate set- 
up to gather it and had very inadequate 
data of their own. 

Business then, as in earlier periods, was 
actuated by demands for short time, nor- 
mal, fair-weather data rather than by long- 
term figures. They were concerned more 
with how to get out of a mess after they got 
into it than with how to keep out of it. 
There is however, a growing consciousness 
that perhaps business itself, or to be more 
specific, management, is largely responsi- 
ble for the stress in which it finds itself and 
that more facts are needed, that closer co- 
ordinated effort to avoid industrial catas- 
trophies can be put forth, and that new 
lines of responsibility, both as to character 
and extent, need to be drawn. This phase 
of the subject will be touched upon—later. 


PRELIMINARY QUERY 


A preliminiary questionnaire was sent 
out to determine to what extent data op 
labor turnover and its cost were already 
kept or known. 

As the returned questionnaires were 
studied, it became evident that there was a 
marked paucity of data available, that few 
firms knew more than the turnover rate for 
the plant as a whole (if even that much) 
and that information on the cost of turn- 
over was simply not to be had except an oe- 
casional instance of a test case. Some firms 
reported more complete data which they 
thought they kept; but upon later attempt 
to assemble it, they found they didn’t have 
it. 

Chronological Analytical Listing. Three 
forms were prepared to gather and as- 
semble facts for statistical work. The first 
form provided for the listing of employees 
leaving, by name or number and depart- 
ment; the dates of hiring and of leaving; 
age; nationality: American (white or ne- 
gro), Slavic, North European (British, 
German, Scandinavian, etc.), South Euro- 
pean (Italian, Greek, etc.), and others; 
sex; marital status, as married or single; 
education (grade school, high school, col- 
lege, night school) ; kind of work, divided 
into hand or machine, by classes of skilled, 
semi-skilled, unskilled and factory clerical. 
Reasons for the employee leaving were 
grouped into the three more commonly ac- 
cepted divisions of quits, discharges, and 
lay-offs. Quits were broken down into es- 
sential causes: (1) wages, (2) kind of 
work, (8) hours, foreman, other workers, 
management, (4) better job, (5) family or 
personal, and (6) unknown. This classifica- 
tion brings out plant conditions, home con- 
ditions, and competitive conditions. Dis- 
charges were divided into incompetent and 
discipline. Lay-offs were classified by con- 
ditions, as internal (factory) or external 
(business) and for length, as indefinite or 
definite. 

A summary was provided to record the 
number on the payroll at the beginning and 
at the end of the month and the resulting 
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Labor Turnover Rate and Cost 


average, with the percentage of change for 
the period and the average length of service 
of those on the payroll. The separation rate 
was to be shown by quits, discharges, and 
lay-offs as well as the total for the current 
“month” for the plant and for the United 
States, or state, or industry, and for the 
“year to date” in both cases. The accession 
rate was similarly indicated. From this 
form the essential facts regarding the rate 
of turnover can be determined quantita- 
tively and qualitatively. Together with de- 
scriptive fill-ins, it becomes the basis for 
comparison, for the determination of 
policy, and for the testing of policy. 

Supplementary Primary Records. It is 
necessary that the company have adequate, 
though not necessarily involved, records to 
gather turnover data. A great variety of 
forms, suggestive and adaptable, are 
offered in “Forms, Records, and Reports 
in Personnel Administration,” edited by 
C. N. Hitchcock.’ The records should point 
to the focusing of information in a manner 
suitable to codperate and compare with 
the work of the Bureau of Labor Statistics, 
as described in the pamphlet, “Making 
Labor Turnover Records Comparable,” 
issued by the Department of Manufacture 
of the Chamber of Commerce of the United 
States. Underlying records will be neces- 
sary to afford information on each indi- 
vidual, regarding hiring, training, trans- 
fer, exit, and performance. Mechanical 
tabulation will be found very helpful in 
working up the data. Whatever scheme is 
used, the test of its effectiveness will be 
whether or not it identifies causes for the 
purpose of control. 

Computation. Many methods of com- 
puting labor turnover have been offered. 
Scott and Clothier in “Personnel Manage- 
ment” illustrate twenty formule. The De- 
partment of Industrial Relations of the 
National Metal Trades Association applied 


* University of Chicago Press, Chicago, III. 

A simple set-up is described in A Personnel Pro- 
gram, prepared by the Policyholders’ Service Bu- 
reau of the Metropolitan Life Insurance Company. 
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eight formule to a given set of factory 
employment records and got a turnover 
variation of from 173.7 to 352.8 per cent. 
It is therefore apparent that for compara- 
tive purposes the same formula should be 
used by all codperating companies. Most 


companies use the formula T = —, i.e., 
P 


Total Number of Separations 


Rate of Turnover = 
Average Number on Payroll 


The beginning and ending payrolls for the 
period are added and divided by two to 
get the average. Monthly averages may be 
converted to equivalent annual figures. 
This formula is particularly adaptable 
when the force is increasing; when it is 
decreasing, the number of accessions may 
be used as the numerator. While this 
formula is not entirely accurate, it is work- 
able, easy to compute, and probably better 
on the whole than any other suggested. It 
may, however, be very misleading, as would 
be the case if separations were 2,000, the 
payroll 6,000, and the rate shown as 38% 
per cent of the average payroll, whereas 
there had been no change in the case of 
5,000 on the payroll and 2,000 changes on 
the remaining 1,000, giving a rate on them 
of 200 per cent. The rate on the assump- 
tion of uniformity looks all right, but, 
when viewed in its true light, becomes very 
unsatisfactory. This illustration shows the 
desirability of breaking down the turnover 
rate into departmental or other classifica- 
tions. 


MEANING OF TERMS 


A common understanding should be had 
as to what certain terms are to mean and 
as to whether office payrolls may be in- 
cluded with the factory figures. Of course 
they should not be. 

An accession is defined as “a person who 
has been hired or re-hired, has started 
work and thereby has become entitled to 
pay.” 

Separations include quits, discharges, 
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and lay-offs. A quit (or resignation) is “a 
separation from employment occurring at 
employee’s initiative or because of un- 
avoidable circumstances such as death, in- 
volving cessation of work and pay, removal 
of name from payroll, and no obligation of 
resumption.” A discharge is “a separation 
occurring at the employer’s initiative be- 
cause of unsatisfactory service of em- 
ployee.” A lay-off is “a separation occur- 
ring at employer’s initiative because of lack 
of work, with no definite arrangement for 


New York covered in 1920 for New York 
City 42 manufacturing concerns with 
41,375 workers and found an average turn- 
over rate of 195-per cent. The Wharton 
study gave a range in 1921 of from 22 per 
cent to 183 per cent with a median of 66 
per cent. The anthracite industry reported 
in 1921 medians of: 


Region Turnover Stability of Force 
Lehigh region......... 55% 11% 
Wyoming region...... 100 58 
Schuylkill region...... 115 54 


TABLE I*: LENGTH OF SERVICE OF WORK FORCE 


Mean Percent of Work Force In Service 


Less than 1 year and under 5 years 

Group or Locality one year 5 years and over 
Metropolitan Life Insurance Co. Sample........ 21.5 40.8 37.9 
Massachusetts. . . 15.7 38.8 45.5 
Michigan... . 25.4 47.5 27.1 
New Jersey. 22.3 42.0 35.7 
Wisconsin 26.8 38.7 34.5 
Weighted Composite. . 21.5 41.2 37.3 


* Agencies which co-operated to make this census: Metropolitan Ins. Co., Bridgeport (Conn.) Mfg. Ass’n., 
Associated Industries of Mass., Bureau of Business Research, University of Mich., N. J. State Dept. of Labor, Wis. 


Industrial Commission. 


re-employment.” It is not easy to maintain 
even these distinctions as a lay-off may be 
a discharge covered up by a convenient 
slump in business, or a resignation may be 
the employee “beating the employer to it.” 

Since turnover rates differ as between 
industries, localities, and dates isolated 
figures are not worth much. There must be 
continuity and comparable situations 
which result in the establishing of norms 
against which specific data may be checked. 
The studies which have been made point 
the way. 


ILLUSTRATIVE EXAMPLES 


1. General Rate. Not all the studies will 
be referred to but several of the most im- 
portant ones will be drawn upon for illus- 
trations. Brissenden and Frankel covered 
157 industrial firms and found a turnover 
rate of 115 per cent in 1913-14 and of 
180 per cent in 1917-18, showing the effect 
of the war. The Merchants Association of 


Stability of force is a comparison of those 
not leaving with the average payroll. 

2. Length of Service, Detailed analyses 
of turnover rates have proved interesting 
and beneficial. The 1929 Handbook of 
Labor Statistics (p. 686), No. 491, gives 
the following data on length of service of 
employees: (See Table I). 

The Wharton study revealed the follow- 
ing: (See Table II, page 000). 

The Metropolitan Life Insurance Com- 
pany reported on 74 companies in 1928° 
showing 21.5 per cent of the employees with 
a length of service of 0-1 year, 40.8 per 
cent of 1-5 years, and 37.9 per cent of 5 
years and over. Over 62 per cent of the 
employees had stayed less than 5 years. 

One of the companies, writing us di- 
rectly, referred to their experience of find- 
ing that 68.2 per cent of their annual 


separations (for 1929) had a service 


* Executives’ Service Bulletin, N.Y., Metropolitan 
Life Insurance Co., March, 1929, p. 31. 


leng 
the 
a per 
a son 
sep: 
a to t 
or 
lac! 
mai 
per 
mu 
em] 
plo 
WO) 
7 bil 
nal 
4 clu 
the 
the 
un 
is, 
| na 
br: 
q as 
be 
4 As 
fo 
| Ye 
Me 
Fe 
0 
st 
ac 
in 
is 


ork 
vith 
‘ton 
per 

66 
‘ted 


orce 


Labor Turnover Rate and Cost 


length of less than one year. Eliminating 
the 41.1 per cent of temporary help, 37.1 
per cent still remained representing per- 
sons employed for permanent positions. 

It is very evident that most of the 
separations come from those who have been 
with the firm only a short time. Not suited 
to the job, lack of training, or better wages 
or conditions found elsewhere, are reasons 
given. 

Length of service records are generally 
lacking because of the work involved in 
maintaining or taking such an inventory. 

8. Age. Investigators have found that 
persons under thirty years of age show a 
much higher rate of turnover than older 
employees. In the earlier years, more em- 
ployees are single and have not found the 
work they want to do; after thirty, sta- 
wd increases steadily. 

4. Nationality. Data on the effect of 
nationality on turnover is not very con- 
clusive. In some industries or localities one 
situation tends to prevail, with opposite 
conditions in other places. In most cases, 
those nationalities which supply the most 
unskilled laborers show the higher rates. It 
is, therefore, probably not so much the 
nationality as it is the lack of skill which 
brings unsatisfactory stability. 

5. Sex; Marital Status. In regard to sex 
as a factor, few comparative studies have 
been made. The Metal Manufacturers’ 
Association of Philadelphia reported as 
follows: 


5 year 
Years 1923 1924 1925 1926 1927 Average 
Males .... 165 98 112 149 109 128 
Females ..163 117 205 187 Iii 153 


Other firms have had opposite experience. 
Some report that in seasonal work women 
stay better than the men on a three-month 
period, but that after a year men become 
accustomed to the work and are then less 
inclined to leave than the women. 

Aside from the fact that married per- 
sons have added obligations and are less 
free to move than single persons, not much 
is known quantitatively. 


6. Education; Skill. The unskilled and 


TABLE Il*: LENGTH OF SERVICE IN RELATION TO TURNOVER 
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poorly educated exist in large numbers and 
are easily replaced by the employer. These 
employees in turn, having no specialized 
qualifications, can move from job to job 
as opportunity permits or occasion de- 
mands without extended apprenticeship 
and sacrifice of hourly wage rate. As high 
as 80 per cent of the turnover on three- 
months or less stay is in the unskilled class. 
The Cost Association of the Paper In- 
dustry, on a 50 per cent skilled and 50 per 
cent unskilled payroll, found, regardless of 
length of stay, a 20 per cent rate on skilled 
and 60 per cent on unskilled. The skilled 
are often less stable than the semi-skilled. 
The clerical are more stable than the 
others. 

In one study the classes were compared 
as to per cent of total and per cent of turn- 
over, thus: 


Per Cent Annual Rate 
Class Total Employees of Turnover 
(a) Highly skilled ....... 36 76 
(b) Semi-skilled ......... 54 121 
fe} 6 53 


Quits, Discharges, Lay-offs. Separations 
have been classified as quits, discharges, and 
lay-offs. While difficulties of grouping are 
always present, they are not sufficient to 
nullify the figures. 

The expense and the disruption caused 
by general strikes are known well enough 
to cause vigorous effort to be put forth to 
prevent their occurrence. Voluntary sepa- 
rations constitute a continuous strike of 
individuals. In the course of the year the 
number leaving and the adverse effects may 
eclipse a strike disaster, though in a much 
less dramatic manner. 

The causes of quits most commonly given 
are wages, working conditions, and better 
opportunity elsewhere. These causes may 
be broken down into considerable detail to 
explain them. For example, working con- 
ditions may mean objection to heavy, 
dusty, wet, smoky, cold, oily, noisy, mo- 
notonous, dangerous jobs, to length or ar- 
rangement of the working day, or to labor 
policies. Personnel, family, or social rea- 


sons should be shown separately as they 
are external, such as poor schools, climate, 
sickness in family, or marriage. 

Discharges are generally because of 
incompetency of one type or another or 
for disciplinary reasons. Insubordination, 
trouble making, laziness, and loafing are 
examples. 

Lay-offs are due (1) to manufacturing 
conditions, such as breakdowns, material 
shortage, technological changes, lockouts, 
and (2) to business conditions involving 
seasonal or cyclical fluctuation and de- 
pressions. 

Quits are the most prominent cause of 
turnover, with lay-offs second, and dis- 
charges last. In the Wharton study, over 
a three-year period (1922-24) approxi- 
mately 66 per cent of the separations were 
quits, 20 per cent were lay-offs, and 14 per 
cent discharges. 

The Bureau of Vocational Guidance of 
Harvard University* studied actual rea- 
sons for discharges in 4,375 cases and 
found 34 per cent due to incompetency and 
62 per cent due to discipline because of 
varied personal and social maladjustments. 

The General Electric Company had the 
following separation experience in Indiana: 


ANALYSIS OF SEPARATIONS 


Causes Per Cent 

6.0 
4. Without notice—no reason given....... 9.4 

100.0 


Apparently about 7 per cent is due to dis- 
charge, but the causes given make classifi- 
cation rather difficult by the criteria we 
have set up. Numbers 1, 2, 6, and 9 might 
also be contributory. 

Influence of the Business Cycle. The rate 


* Journal of Personnel Research, Vol. 6, p. 171. 
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of labor turnover is influenced by the stage 
in the business cycle. To that extent turn- 
over is at present largely beyond the firm’s 
control, yet a firm cannot determine the 
value of a plan to reduce turnover without 
considering the phase of the cycle. A plan 
introduced at the right time appears to 
succeed with the causal relationship being 
improperly assigned. Labor turnover tends 
to vary directly with the amount of em- 
ployment. It is one thing to adjust the 
labor situation for a single company at a 
given date and quite another thing to im- 
prove the situation over long periods for 
industry in general. 

A chart of the business cycle, plotted 
month by month (Annalist figures) for the 
period 1920-1930 compared with the vol- 
untary quit rate (U.S. Monthly Labor Re- 
view) on “equivalent annual basis” for the 
same period shows very close conformity. 
The total separation rate shown from 1926 
on agrees almost identically with the quit- 
rate curve. The cure for most of our turn- 


. over difficulties is then very simple (?): 


merely overcome the fluctuations of the 
business cycle. 

Need for and Value of Indexes. There is 
a distinct need for long time indexes of 
measurement covering the essential elements 
of the turnover problem. Such indexes not 
only reflect economic conditions (a rising 
quit rate and falling lay-off rate indicate 
prosperity and vice versa) but also become 
the basis for improvement. Both general 
and specific figures are needed to reveal the 
hidden causes which are so potent. Com- 
parison between industries, cities, and ter- 
ritories on composition and amount of 
turnover will help to point the way to re- 
sponsibility in management, to the cur- 
tailing of taking on added forces in order 
to prevent future lay-offs. The results will 
be beneficial to employer, to employee, and 
to the community. 

What Is Normal Turnover? The splen- 
did work of the Metropolitan Life Insur- 
ance Company’s Policyholders’ Service 
Bureau is well known. That work was taken 
over July 1, 1929, by the Department of 


Labor of the United States and is being 
greatly extended, including national, state, 
and industry indexes, covering 1,500,000 in 
75 industries. Here is the beginning of in- 
telligent study of the extent and reasons for 
abnormal turnover. What is normal turn- 
over? No one knows. That will vary with 
conditions, industries, and localities. But 
the point now is that turnover varies too 
much, with a range over ten years of as 
much as 1,000 per cent variation. The 
yardstick can have some flexibility, but not 
too much, in measuring fluctuations from 
normal. 

Examples of results noted are: that vol- 
untary quits and discharges are lowest in 
the winter months, that turnover rates are 
higher in the luxury industries, that the 
mobility of the night force is three times 
that of the day force. 

The Commonwealth Edison Company 
showed a monthly variation for 1929 from 
1.97 to 3.53. The Dennison Manufactur- 
ing Company for the last six years showed 
a variation from 19.4 to 29.5 annual rates. 
Proctor and Gamble at Ivorydale, 1919- 
1926, recorded a range of turnover from 
46.5 to 207.3 with so-called unavoidable 
exits not included. At the same time, Port 
Ivory showed from 74.0 to 333.5 and Kan- 
sas City from 41.1 to 243.5; Rhode Island 
factories from 1919 to 1926, showed a 
range from 19.4 to 66.1. The University of 
Michigan made a study from August, 1927, 
through July, 1928, for cities in Michigan 
with the results’ shown in Table III. Turn- 
over by industries for the United States is 
given in Table IV. 

For the situation in Indiana, see Table 
¥. 

As more data becomes available com- 
parisons can be run, charted, and inter- 
pretations made. The future can also be 
projected. Individual shop experience over 
long periods will give a basis for improved 
policies and more effective management. 

Desirable Turnover. It is neither pos- 


* Factory Labor Turnover in Michigan, by O. W. 
Blackett, Michigan Business Studies, Vol. nu, No. 
1, Nov., 1928, p. 13. 
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TABLE III: ANNUAL AVERAGE LABOR TURNOVER RATES CLASSIFIED BY DISTRICTS 
(Reduced to monthly form) 


Total 
District Quit Discharge Lay-off Separation Hiring 
Rate Rate Rate Rate Rate 
a 4.0 0.8 $.1 6.9 9.0 
nantes 4.0 1.8 4.8 10.1 11.3 
5.8 1.3 2.4 9.5 12.2 
Grand Rapids............... 2.0 1.0 1.7 4.7 4.9 
3.6 2.2 1.5 6.2 5.8 
5.0 1.6 8.3 9.6 
4.3 1.6 5.6 11.5 13.4 
3.4 1.0 1.5 5.9 5.0 
eT 2.4 0.3 3.0 5.7 5.8 
TABLE IV: U. 8S. TURNOVER RATES FOR NINE MONTHS OF 1930* By INDUSTRIES 
Dis- Lay- Acc. Net T. 
Industry Quits charges offs Total Rate Rate 
11.49 2.42 27.46 41.37 32.36 26.57 
12.47 2.99 6.92 22.38 25.56 19.61 
Cotton Manufacturing........... 10.67 1.87 4.29 16.33 17.76 15.37 
Foundries and Machine Shops... . 7.56 1.21 14.42 23.19 15.13 14.41 
5.60 1.60 12.61 19.82 14.69 11.90 
10.98 1.55 7.49 20.02 20.09 17.35 
12.30 1.92 16.80 31.02 31.26 26 .56 
Slaughtering and Meat-packing. . . 16.12 4.07 18.69 38.88 40.18 33.23 


* Foundry and machine shop are Feb.—Sept. inclusive and furniture manufacturing industry are April—Sept. 
1930 inclusive. For these cases we have interpolated for the missing months. 


sible nor desirable to eliminate turnover al- 
together. Death, old age, and marriage, are 
among the normal unavoidable causes, and 
promotion and advancement are among the 
desirable causes. Some have held that more 
turnover is desirable to get rid of some who 
are intrenched and have stayed too long. 
This attitude, however, begs the whole 
question. Care in hiring, training, provid- 
ing incentives, and progressive, construc- 
tive control are needed to prevent the 
cumulation of dead wood. 

Cost of Turnover. Before concerted ef- 
fort will be put forth to devise and to put 
into effect adequate, corrective measures, a 
realization by minor supervisors as well as 
chief executives of the harmful results and 
the dollars-and-cents cost of labor turn- 
over must first be had. Many of these costs 
are now largely hidden but they are no less 
real than rent, salaries, materials, or power. 


There is no virtue in ignoring a factor so 
vital to human welfare, even though the 
costs cannot be determined with absolute 
accuracy. It is necessary, however, in so 
far as possible to measure the costs, for 
“when costs become measurable, they be- 
come controllable.” 

In 1925 an estimate was made by Harold 
Fischer® that in order to maintain a 
working force in the United States of 
40,000,000 men, it was necessary to hire 
50,000,000, giving an annual rate of 125 
per cent and a cost of one and one-half 
billion dollars. The United States Com- 
missioner of Labor’s Statistics’ shows that 
in all lines taken together, a rate of 40 per 
cent involves 5,200,000 persons each year. 


* The Cost of Labor Turnover. Industrial Man- 
agement, September, 1925, p. 150. 

™U, S. Domestic Commerce Bulletin, January 
10, 1930, p. 3, 
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Considering two weeks as an average 
elapsed time between jobs, the lost time is 
the equivalent of full-time employment of 
200,000 people. The cost of retraining 
alone would approximate $52,000,000 and 
the loss in wages over $300,000,000. 

Relation of Rate to Cost. It has been 
said that there may be but little relation 
between the rate and the cost of turnover. 
The rate may be based on separations 
whereas the cost must be based on acces- 
sions. If turnover is measured on separa- 
tions only and there are no separations but 
there are additions, turnover rate is zero. 
On the other hand, if there are separations 
but no additions, there appears to be no 
cost. It will be remembered that the plan 
advocated in this paper uses accessions in 
a decreasing force as the numerator. Costs 
must be looked upon as belonging not only 
to the period of accessions but also as ex- 
tending over the training period. The costs 
of turnover, in any event, apply to replace- 
ments, and are costs necessary to bring the 
new employee up to the efficiency of the one 
whose place he is taking. Expanding the 
force gives employment costs but not turn- 
over costs. 

Elements of Turnover Cost. The second 
form (Fig. 1) provides preliminary data 
about the employee, covering nationality, 
age, marital status, sex, type of work 
divided into present and previous, and 
classified according to skill, education, and 
status as to hire, rehire, or transfer. The 
main body of the form groups the cost ele- 
ments and provides for cost by months. 

The five groups are: 

1. Employment Cost including such items as 

(a) contact in recruiting through advertise- 
ment and direct means (scouting, em- 
ployment agencies) 

(b) interview 

(c) physical examination 

(d) other 

2. Instruction and Training, including 

(a) individual class instruction 

(b) individual plant instruction 

(c) wages while non-productive 

(d) other 

A definite, even though arbitrary limit, 
must be set as a point where turnover costs 
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will terminate. The period may be five 
weeks, fifteen weeks, etc., according to 
analysis. Evidently some replacements will 
never reach the efficiency of the former em- 
ployee and the loss will continue during 
their connection with the company. On the 
other hand, some replacements will exceed 
the efficiency of the former employee and 
the gain will inure throughout their stay 
with the company. As a practical proposi- 
tion however, limits of time must be fixed. 
Cheney Brothers Textile Mills found that 
it takes fifteen weeks to develop and train 
the average worker. His production history 
is charted daily. 


3. Breakage, Waste, Excess Depreciation, etc., 
on 
(a) machines 
(b) tools 
(c) materials 
(d) supplies 
(e) other 
4, Cost of Decreased Production, divided into 
(a) labor 
(b) overhead 
5. Other, including such items as the 
(a) exit interview 


These costs are incident to the final inter- 
view and completion of records when the 
employee leaves. The information called for 
on this sheet may easily be transferred to a 
standard tabulating card for varied an- 
alyses. 

The second form (Fig. 2) provides for a 
summary of Fig 1. This form may likewise 
easily be transferred to a tabulating card. 


SUGGESTED METHODS 


Employment. Advertising, employment 
trips, new badges, printing, are costs which 
may be divided by the number hired and 
do not vary much with length of service, 
equipment, and skill. Personnel department 
expenses may be prorated among the ac- 
cessions and employees already on the roll. 
Distribution may be made by tests or on an 
approximate time basis. Physical examina- 
tions may be prorated by charging the 
examination cost to the number hired or by 
a fixed standard. 


Instruction and Training. The time of 
foremen, workmen assigned to instruct, and 
time-study men assisting new employees can 
be assigned directly to the new men. So also 
can the wages paid to these men while they 
are still non-productive. In some cases this 
item is a considerable amount. 

Breakage, Waste, Excess Depreciation, 
For most items of this character it is de 
sirable to establish an average or constant 
for old employees (say over one year). 
Amounts over the average are chargeable to 
new employees, and under it, credited to 
new employees. If breakage, for example, 
averages $100 and the new employee runs 
$150, the excess is chargeable to turnover. 
Maintenance cost (time and materials), 
breakage and damage to dies, tools, spoiled 
work, waste of materials and power and ac- 
cident costs* are examples. For deprecia- 


® Accident frequency is excessively high among 
new employees. The Engineering and Inspection 
Division of The Travelers Insurance Company re- 
ported the following costs based on a study of 
10,000 cases: 

1. Lost time of injured employee 

2. Time lost by other employees who stop work, 
(a) out of curiosity, 

(b) out of sympathy, 

(c) to assist injured employee, 

(d) for other reasons. 

3. Time lost by foremen, supervisors, or other 
executives, 

(a) assisting injured employee, 

(b) investigating cause of accident, 

(c) arranging for injured employee’s produc- 
tion to be continued by some other em- 
ployee, 

(d) selecting, training, or breaking in new 
employee to replace injured employee, 

(e) preparing state accident reports, or at- 
tending hearings before Industrial Com- 
missioner. 

4. Time spent on case by first-aid attendant and 
hospital department staff, when this time is 
not compensated for by insurance. 

5. Cost due to injury to the machine, tools, or 
other property or to the spoilage of material. 

6. “Hidden” cost due to interference with pro- 
duction, failure to fill orders on time, loss of 
bonuses, payment of forfeits, and similar 
causes. 

7. Cost to employer under employee welfare and 
benefit systems 

8. Cost to employer in continuing wages, in full, 
of the injured employee whereas the services 
of the employee (who is not yet fully re 
covered) may be worth only 50 per cent or 
less of their normal value. 
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Labor Turnover Rate and Cost 


tion on machinery, the suggestion® has been 
made that a study be instituted in order to 
determine a constant factor for each type 
of machine based on average life under ex- 
perienced workmen. Then when inexperi- 
enced workmen are assigned, an added de- 
preciation cost is put on. In the absence of 
data the estimate of an engineer may be 
used. The idea is similar to that employed 
for overtime in setting superrates for de- 
preciation. As the training period pro- 
gresses, the excess rate can be diminished. 

Decreased Production. The labor cost 
may be determined by comparing the pro- 
duction of the new man with that of his 
predecessor or with an average or standard 
based on experienced employees. If X had 
produced 1,000 units at a cost of $1.00 
each and Y, the new employee, can produce 
only 600, the unit cost jumps to $1.40 
per unit. No problem exists if the pay is on 
a piece-rate basis. In the case of line pro- 
duction, the whole group is affected. 

The total overhead cost is first appor- 
tioned departmentally or by lines of pro- 
duction, or other groups. Decreased pro- 
duction due to replacement, divided by for- 
mer production, times the percentage of 
overhead allotted to the center, equals the 
overhead cost of turnover from the de- 
creased production. Using the above figures 
and 40 per cent as the amount of total 
overhead, the result is: 


600 + 1,000 X 40% = 24% 


To look at it from another angle, con- 
sider the amount of equipment neces- 
sary to give present reduced production 
if turnover were not a factor. The ex- 
cess of equipment forms the basis for figur- 
ing overhead items attributable to over- 
head. 

Variations in costs between and within 
industries and companies will be inevitable. 
Some of these differences will be due to 


9. Cost due to the loss of profit on injured 

employee’s productivity and on idle machines. 
*Cost of Hiring Men. Prepared by Department 
Trades 


of Industrial Relations, National Me 
Association, p. 5. 
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classes of skill, length of follow-up and 
adequacy of records, and kind of equip- 
ment. These differences are desirable. Each 
company will have to establish its own 
norms and eventually comparisons can be 
made. It is not claimed that business is now 
ready to maintain the necessary records on 
a continuous basis but it is believed that 
that time will come. Tests repeated at in- 
tervals can be undertaken now. Distribu- 
tion cost determination is still in the forma- 
tive stage and turnover costs, like distribu- 
tion costs, will come slowly but inevitably. 
To carry on the work to its logical con- 
clusion will require courage. 

Illustrative Figures. Such figures on 
costs as are now available may be of in- 
terest. The president of the National In- 
dustrial Conference Board states that each 
name added to the payroll costs about $35. 
The U. S. Cartridge Company reports $80. 
The Milwaukee Electric Railway and Light 
Company figures that each new trainman 
costs $217.*° The Bausch and Lomb Opti- 
cal Company gives $50 to $200 as their 
range. The Hoosier Manufacturing Com- 
pany has found that on the average it costs 
$50 per man for medium-skilled work and 
from $100 to $150 for machine operators 
to be brought up to normal. It costs $25 to 
transfer a man. 

The shoe industry reported replacement 
cost per inexperienced man as follows :” 


1. Clerical cost of hiring and firing...... $ .75 
2. Cost of instruction 
Highly skilled mechanics........... 67.00 
Semi-skilled mechanics............. 14.50. 
Helpers and handy men........... 1.25 
8. Breakage and damage by new men 
Highly skilled mechanics........... 186.00 
Semi-skilled mechanics............. 5.00 
Helpers and handy men ........... 
8.00 


4. Decreased production (including cost 
of idle machinery and equipment) 

Highly skilled mechanics........... 

Semi-skilled mechanics............. 5.00 


%” Personnel Service Bulletin, July, 1930. 
4 Industrial Management, Vol. 70, pp. 150-2. 
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Helpers and handy men............ 8.25 


Another shoe factory gave cost of hiring 
and training as $239 for inexperienced 
help, $190 for semi-skilled workers with 
previous experience but no knowledge of 
present job, and $24 for skilled employees 
rehired or transferred. Of their total re- 
placements, 50 per cent were equally 
trained, 34 per cent partially trained, and 
16 per cent inexperienced. Average replace- 
ment cost was $25. 

In an investigation” of 12 plants several 
years ago, the annual accessions were 
22,031 and the cost close to $1,000,000. 
The analysis showed: 


The Merchants Association of New York 
from “testimony of employers” estimates 
$10 for unskilled, $50 for semi-skilled, and 
$250 for highly skilled. The paper and pulp 
industry estimates $50 as necessary to 
train an unskilled employee. Real Silk 
Hosiery Mills spends $1,000 to bring one 
type of skilled operator to normal produe- 
tion. The Dennison Manufacturing Com- 
pany in some departments must spend from 
$500 to $800 in training the new employee. 
The General Electric Company, figuring on 
employees who had been trained and were 
not on the payroll on January Ist, arrived 
at a cost of $88.85. 


Excess cost was arrived at in one case™ 
as follows: 


TABLE VI: COST OF TURNOVER IN TWELVE PLANTS 


New Employees 
Rehired 
Class Wear | Reduced En- 
Hiring | Instruc- and Pro- Spoiled | Total ployees 
tion Tear duction Work 

Highly Skilled Mechanics. . $.50 $7.50 | $10.00 | $20.00 | $10.00 | $48.00 | $10.00 
Semi-Skilled Mechanics (proficient 

.50 15.00 10.00 18.00 15.00 58.50 20.00 
Lower Skill (proficient piece workers 

in few mos.).... .50 20.00 10.00 33.00 10.00 73.50 35.00 

ura as .50 7.50 1.00 20.00 29.00 10.00 


Grieves, in studying 20 firms, set $81.10 
per man on turnover, but to be conserva- 
tive took $40 and arrived at a loss to the 
firms of $1,760,000. Hobart set $59.75 as 
a fair estimate for a new employee divided 
as follows :** 


Hiring and Clerical............. 15 
12.00 
25.50 
Spoiled work and mistakes....... 12.00 
Interest on extra equipment...... 50 

$59.75 


™M. W. Alexander, “Hiring and Firing: Its 
Economic Waste and How to Avoid It.” Annals of 
the American Academy of Political and Social 
Science, Vol. 65. 

* Hobart, M. C.: “The Problem of Labor Turn- 
over,” Employment Management, p. 102. 


Wages while reaching normal 


Overhead per man during that 
$1,011.75 
Value of work done............ $162.00 
Overhead paid if done by trained 


Another company” used three weeks as 
the training period but the average em- 
ployee stayed eight days. For press hands 
the estimate was as follows: 

(a) Each new man took one-half of workers 


time to instruct him per day, figured at.$ .75 
(b) Reduced production of new man....... 5 


Lost productive labor............... 1.50 


*“The Cost of Labor Turnover.” A Symposium 
by Industrial Management, Vol. 57, p. 241. 
* Industrial Management, Vol. 57, p. 242-3. 
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Labor Turnover Rate and Cost 


(c) Estimated per man overhead.......... 1.50 
Cost each new man per day.......... 3.00 
Cost on 8-day period................ $24.00 


Those who leave at between three weeks and 
three months have cost: 


8 weeks (161% at $3.00)....... $49.50 
5 weeks (2714, at $0.60)....... 16.50 
$66.00 


This is on the average; after three weeks 
costs fall off 80 per cent. Those who leave 
after three months cost: 


8 weeks (161, at $3.00)....... $49.50 
10 weeks (55 at $0.60)....... 33.00 
$82.50 


A rubber company gave its costs as: 


Department Cost Average Training Period 


$50.00 4 weeks 
Rubber foot- 

wear making 90.00 15 weeks 
Tennis shoe 

making ..... 40.00 8 weeks 
General foct- 

wear (semi- 

skilled ..... 20.00 2 weeks 


These figures did not include idle ma- 
chinery, breakage, etc. A tire builder would 
cost, according to another company, from 
$65 to $150. 

Fischer estimated replacement costs by 
industries, as follows: 


Automobile ............ $ 77.25 
Electro-chemical ....... 50.00 

Fan and blowers ........ 50.00-$100.00 
Radiators and boilers ... 75.00 


A boiler manufacturing company offers 
the following estimated cost of labor turn- 
over for the hourly rate of employees, 
covering the cycle of resignation and re- 
placement 


* Balancing Protection and Employment 
Though Management Control. Dept. of Manufac- 
ture, Chamber of Commerce of the U. S., p. 42. 
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1. Loss in production between time of de- 
cision to quit and actual quitting.......$10.00 

2. Loss of production during period of time 
between leaving of former employee and 


engaging a new employee.............. 48.00 
8. Employment office salary cost of handling 

leaving 1.87 
4. Employment office salary cost of handling 

hiring transactions... 8.75 
5. Medical division cost of physical examina- 

tion for new employees............+++- 1.10 


6. Payroll and accountant department 
salary cost for leavers and _ replace- 

7. Shop office salary cost for leavers and re- 

8. Supplies cost for stationery, photographs 
of new employees, etc. 

9. Loss in production during time of train- 
ing NEW 10.00 

10. Loss of material, spoilage by new em- 

1l. Extra supervision required, floor space, 
use of equipment, during period of time 
required to bring new employee to the 


point of standard production............ 7.00 
12. Rent, light, heat—office of employment 


13. Medical division cost (frequency of acci- 
dents among new employees above nor- 


Conclusion. The problem of labor turn- 
over is a responsibility of management; it 
resolves itself into two parts. One has to 
do with the improvement of conditions 
within the individual plant and the full 
operation of the personnel department. It 
is internal. The other has to do with inter- 
industrial and social relations and is partly 
external. 

Much has been done to improve relations 
between employer and employee, and much 
is yet to be done. Plans tried and to be 
tried are such as: 

1. Bonus and other compensation plans 

2. Pre-retirement of old employees 

3. Insurance 

4. Improved physical working condi- 

tions, as light and equipment 

5. Careful hiring, training, and trans- 

fer, with supervised discharge 

6. Exit interview 

7. Lunch rooms, recreation, savings 


Y ork 2 
nates 
, and 
pulp 
Silk 
one 
»due- 
Com- 
from of 
oyee, 
1g on 
were 
rived 
ase" 
m- 
yees 
00 
00 
211.95 
800.00 
011.75 
567.00 
444.15 
cS as 
em- 
ands x 
3 15 
15 
‘ 
3. 


276 The Accounting Review 


8. Advancement policy 

9. Creation of pride in work, and re- 

moval of fear of “no job” 

In this phase of the problem several com- 
panies have successfully reduced their turn- 
over to from one-third to one-tenth of for- 
mer figures. 

In the second responsibility of manage- 
ment—the “external-internal”—less has 
been done. Among the plans” in partial 
operation or advocated are: 

1. Distribution research to arrive at ac- 
curate estimates of consumer demand, to 
learn the causes of seasonal variation, to 
develop complementary products for slack 
seasons, to reduce cyclical changes. 

2. Diversification of product and simpli- 
fication and standardization of lines, and 
styles, modifying extremes. 

3. Encouraging regularity of buying; 
advance orders, scheduling of production ; 
manufacture to stock for certain per cent 
of average sales during dull season; stag- 
ger advertising; elimination of overtime 
and temporary jobs. 

4. Coérdination of sales effort with busi- 
ness conditions; expansion plans covering 
long range rather than peak demand plan- 
ning. 

5. Vacations in slack periods; the intro- 
duction of the five-day week. 

G6. Placing a brake on rapid hiring when 


An Answer. The Manufacturer's Stake in 
Regular Employment (Service Bulletin E. Rel. No. 
1, Chamber of Commerce of U. S.) for plans in 
use. 


business is increasing by penalizing for lay- 
off by establishing guarantee reserves. 

7. Abolishing cut-throat competition and 
promoting intelligent, fair, codperative 
programs. 

8. Providing for absorption of tech- 
nological turnover which otherwise would 
equal 150,000 workers a year. 

It is better that industry solve the prob- 
lem itself without the necessity for govern- 
mental intervention. Past and present 
methods have proved helpful but inade- 
quate and only here and there applied. The 
consumer has been catered to beyond rea- 
son. The ideal of regular, continuous em- 
ployment can be more nearly realized if the 
problem is faced squarely by those who are 
in a position to promote its achievement. 

To the accountant falls a definite oppor- 
tunity and responsibility in this program. 
The relative significance of causes is un- 
known, and the relative merits of “inter- 
nal” methods of reducing turnover have not 
been quantitatively determined. Costs are 
not available except in rare cases, and then 
are very largely estimates of questionable 
accuracy and strange variation. Defini- 
tions, formulae, and records lack uniform- 
ity. The situation is very unsatisfactory. 
Measurement is a prerogative of the ac- 
countant, both in the set-up of procedure 
in gathering the data, and in its interpreta- 
tion. Here is an opportunity for construc- 
tive work beyond vocal effort. We are on 
the threshold of a period when general sen- 
timent will be most favorable. 
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SOME OBSERVATIONS ON THE STATEMENT OF 
APPLICATION OF FUNDS 


W. E. Dicxerson AND J. WELDON JONES 


ouBTLEss the cash account is one 
D of the oldest of accounts. Busi- 
ness operations have revolved 
around the cash account from the very be- 
ginning of business. It follows that the 
technique of accounting and the operations 
of business organizations can hardly hope 
to get away from so fundamental a con- 
cept. We cannot expect the statement of 
cash receipts and cash disbursements to be 
displaced even if all businesses were to be 
placed on the accrual basis of accounting. 
We may well question the accuracy of the 
small business man who regards his bank 
balance as his indicator of profits, but we 
cannot too quickly criticize his judgments 
on fundamentals. Perhaps the accrual basis 
of accounting is partly to blame for the 
shift of emphasis from the funds involved to 
the net income produced. At any rate, it 
seems that we have gone too far in leaving 
out of the picture the significance of the 
shift in funds which occurs with business op- 
erations. This statement applies almost 
equally to textbooks on accounting and to 
the work of auditors and interpretative ac- 
countants. That we have failed to appreci- 
ate the fact that the shift of funds in a 
business is still of major importance, is evi- 
denced both by the relative newness of 
the Funds-Provided-and-Their-Application 
Statement and the lack of its wide use and 
development. Yet we can find much in our 
current accounting literature to cause us 
to feel that our two fundamental state- 
ments are not inclusive enough. Perhaps 
we shall do well to start with our oldest of 
accounts and question critically the bases 
which we have called “fundamental” and 
“elemental.” 

It seems to the writers that the “shift of 
funds” concept is both fundamental and 
elemental. As a fundamental concept, we 
would like to hasten the development of 


statements which show the shift of funds 
in enterprises; as an elemental concept, we 
would like to place the study of such state- 
ments in our elementary courses. Our ob- 
servations in this paper have these two 
objectives in mind. 

We do not have to go far to find evidence 
of the fact that the shifting of funds is a 
fundamental feature of business phe- 
nomena. The cash account is the beginning 
of business ventures and when the final 
realization and liquidation is complete, the 
life history of the cash account becomes 
the final measure of all operations. Does 
the fact that accrual accounting comes in 
to help us in measuring profits for definite 
periods of time in the enterprise’s history 
automatically eliminate the cash account 
as a fundamental factor? It is true that 
for any one time or for any one period the 
cash account in itself may be of relatively 
minor import, yet for that period the 
shifting of funds through the cash account 
is fundamental. The results of all these 
intermediate shifts of cash during the life 
of the enterprise determine the final results 
of all its operations. 

We have evidence that accountants are 
beginning to recognize the fundamental 
nature of data pertaining to the sources 
and disposition of funds. Although the de- 
velopment of the funds-provided-and-their- 
application statements has been all too slow, 
yet we find many auditors’ reports exhibit- 
ing such a statement. We feel safe in say- 
ing that most auditors who have used the 
statement of funds provided and their ap- 
plication have been struck with two out- 
standing facts. First, the auditor has been 
surprised at the additional information 
and viewpoints which the funds statement 
has brought to him even after he has made 
a detailed audit of the business. Second, 
he has remembered vividly how business men 
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without any technical training in account- 
ing have found the funds statement under- 
standable and valuable. In many instances, 
business executives have found in the funds 
statement the type of information which 
they had wanted for years. That the state- 
ment is valuable to the auditor in his inter- 
pretations (even after making a thorough 
analysis of the profit-and-loss account and 
the balance sheet) speaks eloquently for 
the fundamental nature of the data pre- 
sented. That the business man understands 
the statement at once is indicative of the 
elementary nature of the shift-of-funds 
concept. 

We have expressed disappointment 
that the funds-provided-and-their-applica- 
tion statement, being fundamental, has not 
received the attention and development 
which it merits. We must express surprise 
that the statement, being elemental, has 
been relegated to advanced accounting 
texts. True, as we all shall see later, the 
statement belongs in texts on advanced ac- 
counting theory, just as the balance sheet 
and profit-and-loss statement belong there. 
Our plea is that the fundamental nature 
of the statement be developed in advanced 
accounting texts and that its elementary 
nature be exploited in the elementary texts. 

The prospects for introducing a study 
of the statement of application of funds 
into the elementary course are not as 
favorable as the writers could wish. There 
is no discernible movement in this direction, 
and a suggestion that such be done usually 
meets with objections. The following are 
typical: The elementary course in account- 
ing is already overcrowded; to include a 
study of the statement of application of 
funds would necessitate the elimination of 
some of the more elemental technique; the 
student of elementary accounting is not 
able to understand the statement of appli- 
cation of funds until he has finished the 
course. These objections seem to be little 
more than defenses of the present arrange- 
ment. None of them appear valid. 

With respect to the objection to adding 
more subject matter to the already over- 


crowded elementary course, it may be con- 
tended that the introduction of the state- 
ment of application of funds will go far 
toward solving the present difficulty. An 
understanding of the shifting of funds 
within the financial structure of a busi- 
ness enterprise is essential to a real grasp 
of accounting principles. It is a part of 
the background of business practice and 
concepts which is necessary to any satis- 
factory progress in the subject. The shift- 
ing of funds concept is especially helpful 
in connection with the study of valuation 
reserves and their related operating ac- 
counts, surplus and surplus reserves, and 
finally, the balance sheet itself. If the ele 
mentary student brings any accounting 
concepts to his first class, it is altogether 
possible that they are related to the cash 
account. It seems a mistake not to capital- 
ize on this fact early in the course, es- 
pecially so when we may truthfully state 
that his ideas are fundamentally sound. To 
do otherwise we stifle interest which we 
might have had and create more or less 
artificial handicaps for the student. May 
we not say, then, that the statement of 
application of funds is an appropriate and 
an effective medium for introducing the 
elementary student to fundamental ac- 
counting concepts. Its introduction early 
in his work speeds up his progress at a 
number of points. By thus facilitating his 
work, the statement saves more time than 
is needed for its introduction. 

Relative importance of the subject 
matter also supports the inclusion of the 
material on the shifting of funds in ele 
mentary accounting. Disregarding the pos- 
sibilities of more rapid progress, of tying 
up with the students’ preconceived ideas of 
accounting, and assuming that the inclu- 
sion of the statement of application of 
funds means the displacement of certain 
subject matter which is at present covered 
in the first year’s work, the change is still 
justified. It is justified by the fact that 
only the balance sheet and the profit-and- 
loss statement surpass the shift of funds 
in relative importance, and that the proper 
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interpretation of the first two statements 
is facilitated by a study of the last-named 
statement. There are many topics now in- 
cluded in elementary texts which contribute 
much less than does a study of the shift 
of funds concept. 

The second objection mentioned above 
opens up the whole question as to the 
proper content of the elementary course in 
accounting; the more elementary aspects 
of the subject, to be sure, but just what 
do we mean by elementary? Does it mean 
the simple, easily grasped facts and con- 
cepts? Or is it a matter of logical se- 
quence, the elementary material being that 
which requires least in the way of back- 
ground in order to be understood and 
which serves to lead up to other principles? 

Actually, both these ideas are included 
in the term as it is used in the educational 
field. Certain concepts are simple because 
they require little beyond the experience of 
the average individual iu order to be under- 
stood, while other concepts are complex 
due to the fact that they require much 
more in the way of background. The com- 
plex concepts become simple as the neces- 
sary background is acquired. ‘The proper 
subject matter for the elementary course 
in accounting, then, is that which requires 
least in the way of preliminary training. 

Although the specifications are easily 
stated, the selection of the proper material 
for the elementary course is more difficult. 
There are several methods of introducing 
the subject of accounting, each of which 
seems to result in a somewhat different 
content for the elementary course. Then, 
too, many of the concepts are interrelated, 
a complete understanding of each being 
dependent on the other. The statement of 
application of funds presents this dilemma. 
A full appreciation of the statement and 
the significance of the shifting of funds 
which it pictures is dependent upon ac- 
quaintance with a number of accounting 
principles ‘presented in the elementary 
course. However, a partial appreciation of 
the shifting of funds within the business 
enterprise must precede any real under- 


standing of valuation reserves, surplus, or 
the balance sheet. Is it not true that the 
balance sheet and the profit-and-loss state- 
ment’ can be pushed into this same di- 
lemma? In the case of the balance sheet and 
the profit-and-loss statement we have 
solved our problem by treating certain 
aspects of the statement in the elementary 
courses and reserving certain other aspects 
to the advanced courses. Is this not the 
procedure we should follow in connection 
with the application of funds statement? 
Its elemental aspects are certainly material 
for an elementary text; its fundamental 
aspects and their interpretation may well 
be left to the advanced texts. 

In order that the study of the statement 
of application of funds be of greatest 
value, it should come relatively early in the 
first year’s work. The point may be 
granted that the student will not grasp the 
full significance of the statement, although 
we are of the opinion that his interest will 
be stimulated by his background ideas con- 
cerning the cash account, and that his 
understanding of the statement will be sur- 
prising. Be that as it may, is the student 
expected to grasp the full significance of 
the statement at this time any more than 
he is expected to grasp the full significance 
of the balance sheet when it is first pre- 
sented? It is not necessary that he should 
do so in either case, as a partial apprecia- 
tion serves the purpose at hand. In the case 
of the balance sheet, we present in ele- 
mentary courses the more simple and con- 
densed forms and waive the more complex 
situations until the advanced course is 
reached. Fortunately we may do the same 
with the statement of application of funds. 

We agree that not enough work has been 
done along the variations which are pos- 
sible with the statement of application of 
funds. (Is this not also true of the balance 
sheet, and the profit-and-loss statement, 
too?) But the formal set-up of the state- 
ments is not of the essence of the elemen- 
tary courses. Should the instructor feel 
doubtful regarding the ability of the stu- 
dent to understand the statement of ap- 
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(Firm Name) 
STATEMENT oF Funps Provipep THEIR APPLICATION 
January 1, 19— to December 31, 19— 


Founps Provivep 
By Outsiders: To Outsiders: 
Short Term Creditors: In payment of short term loans: 


Disposition or Funps 


Other Creditors (special accounts, Other Creditors 


notes payable, accrued expenses, and een = 
n payment of long term Joans: 

q ) oe Bonds (Includes redemption of bonds 

a Long Term Creditors: or deposits with trustee) .......... x 

4 Long Term Notes Sold .............. x = 

By Owners: To Owners: i 
Preferred Stock Sold .................. x x 
Common: Stocks 0000005 x Stock Redeemed (net price paid) ...... x 


By Realization of Assets: Reinvested in Business: . 
Profits on sale of merchandise: To cover loss on sale merchandise 
! Adjustments for items not involving Adjustment for items not involving 
7 funds: funds: 
q Add back charges: Add back charges: 
Amortization of Bond Dis- Amortization of Bond Dis- 


Deduct Credits: Deduct Credits: 
Amortization of Bond Pre- Amortization of Bond Pre- 


Reduction of Investment in current assets To increase investment in current assets 
other than cash (See Schedule I) ..... x other than cash (See schedule I) ..... = 
Sale of Securities Owned .............. x To purchase other investments ......... ™ 
Sale of Fixed Assets: To purchase fixed assets: 
Furniture and Fixtures .............. x Improvements in Plant .............. 3 
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SCHEDULE NO. I 
Cuances 1x Current Assets Orner THan 
increases decreases 
Accounts Receivable (net) ....x 

Notes Receivable ............. x 


x 


Net Decrease (or increase) .... 
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plication of funds in its usual form, it is 
possible to accomplish the end in view by 
the use of simplified examples illustrat- 
ing the essential features. Forms for the 
statement such as the following hardly 
seem to require simplification, however, 
even for the younger student of elementary 
accounting. From comparative balance 
sheets, beginning with simple forms, the in- 
creases and decreases in the various ac- 
counts may be arranged as shown below. 
By relating the funds provided and ap- 
plied to the balance in the cash account, 
the statement is brought much closer to the 
experience of the student. Adoption of 
non-technical terminology reassures the 
student. The tie-up with the net change in 
the cash account is not a foreign concept, 
even to an elementary student. The number 
of items may be reduced. for the first at- 
tempts in preparation of the statement. 
The classifications used appear to have 
merits which can be carried over to the 
more advanced treatment of the subject. 
It should be noted that many of the 


items shown in the pro forma statement are 
of such a nature as to preclude the exist- 
ence of certain other items which also ap- 
pear. Both possibilities have been included 
for purposes of illustration. A much wider 
variety of situations than would usually 
be encountered is also included for the same 
reason. Under ordinary conditions a state- 
ment of application of funds designed 
along the lines suggested is much less com- 
plex than the pro forma illustration. 

By introducing the statement of appli- 
cation of funds in the elementary course, 
all students registering for accounting 
would be acquainted with the nature and 
the possibilities of such a statement. For 
the advanced course, it would seem that 
this fundamental statement would appear 
again in its relation to the determination 
of trends and financial position. At this 
time the student could be instructed in the 
technique of its construction, its wider 
application, the special records required, 
the limitations of the statement, and its 
probable future lines of development. 
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THE ACCOUNTANT AND CHANGING 
MONETARY VALUES 


B. CAsTENHOLZ 


in the monetary values of fixed assets 

and what the accountant’s attitude 
should be thereto, it must be considered as 
affecting both the profit-and-loss statement 
and the balance sheet. 

That leads us, at once, into a very 
fundamental question: What is it that the 
accountant wants to show in the statement 
of profit and loss and in the balance sheet, 
or, what should he show, in these state- 
ments, when he is faced with the fact that 
properties used for the production and sale 
of commodities are worth more, or less, in 
terms of price, than the values indicated 
by the fixed asset accounts? 

To say, as some do, that the accountant 
should entirely ignore changes in monetary 
value, is the equivalent of saying that the 
tide rises, but the extent of its rise is of 
no consequence to anybody. Monetary 
values do change, and they are of conse- 
quence. Their consequences should be 
recognized, measured and expressed, be- 
cause business is conducted in terms of 
present monetary values. There is no other 
way for business to express itself. Yet the 
orthodox accountant wants business trans- 
actions expressed in terms of both past and 
present monetary values, and he believes 
that net worth, at any time, can also be 
properly expressed in such variable terms. 
This is the only conclusion that can be 
drawn from his strict adherence to un- 
altered acquisition cost for both balance 
sheet and profit-and-loss statement pur- 
poses. 

Picture the effect of adhering to such 
orthodoxy when the monetary unit goes 
on some wild orgy, as it did in Germany 
during 1928. Assume a factory building, 
or a group of machines, purchased in 1912 
for 100,000 marks, the same to be de- 
preciated during a period of 20 years, and 
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assume further that on January 1, 1928, 
the balance sheet disclosed 100,000 marks 
for the asset and 55,000 marks in the re 
serve for depreciation. At the end of 1928 
it took about 50,000,000,000 paper marks 
to make one gold mark; and as business 
was conducted in terms of the paper mark, 
the then monetary unit, what kind of a 
balance sheet and operating statement 
should an accountant have prepared? Sup- 
pose that on December 1, 1923, a replace- 
ment had been made to the property in 
question and that the replacement cost 
500,000,000,000 marks, the equivalent of 
10 gold marks, or of 10 marks included in 
the acquisition cost of the property. Re- 
placements are chargeable to the reserve 
for depreciation. The absurd effect of such 
a charge is apparent.’ 

Although this is an extreme case, it illus- 
trates the point I wish to make, namely, 
that acquisition cost is an unreliable base 
for future balance sheet and profit-and-loss 
statement expressions. Suppose we take a 
less extreme case and think of dollars in- 
stead of marks. Assume the dollar to have 
been worth par in 1915 and that A, a 
manufacturer, acquired Machine X on 
January 1, 1915, for $10,000, and that 
the machine’s estimated life was twenty 
years. To the orthodox accountant this is 
all a very simple matter, because deprecia- 
tion, to him, is purely a calendar proposi- 
tion. He divides the $10,000 by twenty and 
charges depreciation each year with $500, 
making a corresponding credit to the re- 
serve for depreciation. Therefore, on 
January 1, 1925, the asset account would 
still appear at $10,000 and, against that, 
as a valuation device, would appear 
$5,000 in the depreciation reserve, assum- 

*For further details, see the article by Henry 


W. Sweeney in the September, 1931, number of the 
Accountine REview, pp. 169-172. 
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ing that no replacements had been made. 

Without, at this time, entering into a 
discussion of the weaknesses of this pro- 
cedure, we may say that it is wrong, be- 
cause (1) depreciation is not a calendar 
proposition, (2) it assumes that the ac- 
quisition cost is a reliable base for de- 
preciation and value expression, and (3) 
it provides for the recovery of an original, 
stated outlay or investment instead of pro- 
viding for the restoration of the physical 
asset itself. These points will be discussed 
later. 

What would happen, in the case above 
cited, if A made a substantial replacement 
in Machine X on January 1, 1925, the 
then cost of which amounted to $2,000, 
but which could have been made in 1915 for 
$1,000? The 1925 dollar was worth fifty 
cents in terms of the 1915 dollar. 

The orthodox accountant would charge 
the $2,000 replacement, in 1925, against 
the reserve for depreciation, which, natu- 
rally, could not possibly have provided 
more than $500 for this particular replace- 
ment. I say that the entire $2,000 should 
be charged to the reserve, because there is 
no way of assigning distinct values to the 
various component, replaceable parts of a 
machine. But in charging the $2,000 in 
the manner specified, we become heterodox. 
We have injected an element of present 
monetary value into what was considered a 
present sound, or net, book value. 

The effects of such an entry may be 
enumerated as follows: 


1. The reserve for depreciation (net) has 
been reduced to a point that is no longer ade- 
quate for replacing the remaining parts of 
the machine, because, if it could be deter- 
mined that the replaced part would have cost 
$1,000 in 1915, the reserve for the remaining 
acquisition cost values ($9,000), should be 
$4,500. 

In reality, $1,000 of new monetary value 
was added, so that the asset account ought to 
show $11,000; $500 was virtually lost be- 
cause there was only $500 in the reserve for 
replacing a part that cost $1,000 in 1915, and 
$500 is left to offset a proposed $500 which 
was to be provided in the reserve for the 
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estimated, remaining ten years of operation. 
Re-reading these facts, a correct asset account 
($11,000) would consist of $9,000 acquisition 
cost of non-replaced parts and $2,000, the 
present cost value of the replacement; the 
reserve for depreciation, chargeable with $500 
for the replacement, would show a net credit 
balance of $4,500, a correct reserve, on 
original cost basis, for the $9,000 original- 
cost, non-replaced parts. The net value of 
the asset should, therefore, really be $6,500. 
However, the entire $2,000 for replacement 
has been charged to the reserve for deprecia- 
tion; the asset account has not been changed 
to reflect the new monetary values added 
(though the replacement is at cost); the re- 
serve for depreciation (net) is $8,000, and 
the net value of the property is $7,000. 

2. Actually an element of appreciation has 
been put into the net value of the property 
($7,000) which is not only incorrect but 
meaningless; $500 of asset value (on acquisi- 
tion cost basis) that has actually disappeared 
and that should be written out of the asset 
account has not been considered. These facts 
are, of course, not known in dollars and cents, 
but they are facts, and hence the treatment 
accorded is incorrect. However, the situation 
is unavoidable due to the fact that, when re- 
placements are made, it is impossible to know 
how the replacement, in different money 
terms, harmonizes or does not conform with 
the values of replaceable parts, stated on the 
books in other monetary terms (acquisition 
cost). 

8. By charging replacements against the 
Reserve for depreciation, which must be done 
because it is impossible to separate a ma- 
chine into its component, replaceable parts 
for purposes of valuation, a hodge-podge of 
value has been produced even though each 
charge has been made at acquisition cost. Ac- 
quisition cost of replacements necessarily ex- 
presses monetary values of varying denomina- 
tions. Yet these values are not determinable 
with any degree of accuracy, as far as indi- 
vidual replacements are concerned. 


In this connection, the question may 
fairly be asked: After a replacement has 
been charged to the reserve for déprecia- 
tion, at a time when we know that mone- 
tary values generally have changed, does 
the acquisition-cost accountant believe that 
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the useful life of the asset, thus partly re- 
placed, is thereby extended, or will he con- 
tinue to assume that the asset will be en- 
tirely used up during the period originally 
estimated? 

For example, will he, after January 1, 
1923, continue to build up the reserve for 
depreciation on the basis of charging $500 
to depreciation (one-twentieth of acquisi- 
tion cost), or will he charge $700 per year 
for ten years to extinguish the net value 
in the asset ($7,000), that results from 
charging the replacement against the re- 
serve? Or, if he decides that the replace- 
ment has extended the life of the asset, how 
will he compute the extension? 

If he continues to charge only $500 per 
year for depreciation, he will, at the end 
of the estimated period of life (20 years), 
find a debit balance of $2,000 in the de- 
preciation reserve. What will he do with it, 
if the machine is, in fact, scrapped? Doubt- 
less he would charge surplus, and thus a 
tacit admission has been made that past 
years’ operations should have been charged 
with $200 more each year. Suppose, then, 
that a new machine will cost, on January 1, 
1935, not $12,000, the total amount 
charged to depreciation ($10,000) and 
surplus ($2,000), but $15,000; will the ac- 
countant, through his policy, have pro- 
vided for the reproduction of the asset? 

Assuming that the machine will not be 
scrapped on January 1, 1985, and that it 
will then have a number of years of real 
utility, how will the advocate of acquisition 
cost value the asset? Will he recommend 
the use of the asset without a charge for 
its use? 

The orthodox theory about depreciation 
and the asset depreciated, is, of course, that 
the estimated life is based upon a full con- 
sideration of the effect of replacements and 
repairs, in fact, that the replacements and 
repairs tend to establish the number of 
years of utility. It is certainly true that 
replacements and repairs must occur and 
must be considered in figuring the effective- 
use period of the asset, but isn’t it rather 
presumptuous to assume that the use-peri- 
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od can be even estimated by an accountant, 
or by the average business man when the 
asset is acquired? 

If a change in price-levels (monetary 
values) is known, why cannot the account- 
ant make proper adjustments to book- 
value, whenever replacements of parts of 
physical assets occur? He cannot, because 
he cannot be sure how, and to what extent, 
the replacement itself has been affected by 
the price change, if at all. Manufacturers 
of machines do not sell their complete 
products in terms of prices asked for the 
component parts thereof. It is entirely 
possible that some parts, to be sold as re- 
placements, do not cost the manufacturer 
any more than formerly, and yet his sales 
prices may be different than before, that is, 
either more or less. What is the accountant 
to do? He may be able, at times, to deter- 
mine what a replacement would have cost 
when the entire asset was originally ac- 
quired, and might assume, therefore, that 
such an increment was a part of the origi- 
nal acquisition cost. But would such an as- 
sumption be of any value? 

It would not, because the selling price 
of a machine, as a complete unit, ordinarily 
bears no relation to the sum of the selling 
prices of all of its individual parts. Special 
market, or other conditions, might affect 
the selling price of a part and yet have no 
influence at all on the selling price of a 
machine as a whole. Again if it were defi- 
nitely determinable (but it is not), that the 
selling price of a part, when a replacement 
was necessary, was exactly the same as 
when the entire machine was acquired, 
would it be proper to charge the replace- 
ment, at that price, against the deprecia- 
tion reserve account? My answer is a de- 
cided negative, because the price of that 
part may be out of proportion to the price 
originally paid for the machine as a whole. 
Special considerations may have affected 
the sales prices of the particular part when 
the whole machine was acquired which dis- 
torted the value of that part in relation 
to the whole. Hence a charge to the re- 
serve for depreciation for the replacement 
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part may not, at all, express a proper res- 
toration charge, nor may it leave avail- 
able, in the reserve, a sufficient or proper 
amount to restore the other parts, not re- 
placed, at an assumed, determinable, ac- 
quisition cost. To illustrate: If Machine 
X, above, consisted of three replaceable 
parts, namely, A, B, and C, and if it could 
be determined that these were purchasable 
individually at the time Machine X was 
acquired as a whole (January 1, 1915 for 
$10,000), at the following prices: Part A, 
$3,000, Part B, $5,000, and Part C, 
$4,000, and if, on January 1, 19238, Part 
A was replaced at the same price ($8,000), 
and $8,000 was charged against deprecia- 
tion reserve, making the net reserve $2,000, 
and the net value of the asset, therefore, 
$8,000—is it not clear that the net asset, 
measured in terms of replaceable parts 
B and C (total $9,000), would be under- 
stated, and that the reserve for deprecia- 
tion ($2,000), plus the additions that 
would come to it during the next ten years 
($5,000), on the acquisition cost basis 
($10,000), would be entirely inadequate to 
provide for replacing Parts B and C, even 
at the prices current when Machine X was 
purchased in 1915? 

Conditions such as these lead me to sug- 
gest that the reserve for depreciation might 
very well be done away with, and something 
better substituted. Briefly, I suggest that 
fixed assets be regarded as deferred charges 
to future operations; that the exhaustion 
of these assets, through use (including a 
provision for natural deterioration, made- 


quacy, and possible obsolescence), be con- 


sidered a use charge; that depreciation, 
therefore, is not a calendar proposition; 
that the fixed asset account be credited for 
the service units (depreciation) consumed, 
at acquisition cost; that any increases or 
decreases in the monetary value of the serv- 
ice units, consumed each year, be reflected 
in costs, and in an earned appreciation ac- 
count; that the fixed asset account remain 
unchanged on the books, at acquisition 
cost, but that the fixed assets, as a whole, 
be revalued and their estimated life redeter- 


mined at the beginning of each year, and 
that the revaluation be shown in a footnote 
to the balance sheet. 

Turning back once more to the illustra- 
tion, I would propose the following treat- 
ment: 


1. On January 1, 1915, the asset would be 
set up on the books at $10,000, assuming that 
figure to represent the standard cost of Ma- 
chine X. 

2. The $10,000 would remain unaltered on 
the books during the entire existence of the 
asset. 

3. At the beginning of the first year (as- 
suming a 20-year life), I would credit the 
asset account with $500 and charge deferred 
charges (for asset services to be consumed). 
Each month I would credit the deferred 
charge with its proper proportion of asset 
services (depreciation) consumed in opera- 
tions. If the entire $500 were consumed, I 
would then have $9,500 of service units left 
on January 1, 1916. 

4, On January 1, 1916, the asset would be 
revalued by a competent engineer or ap- 
praiser. Because of changes in price, my in- 
vestment may be worth, not $9,500, but 
$10,000; the useful life of the machine may 
be more or less than what was originally 
estimated. Assuming 19 years as fair, I would 
again, on January 1, 1916, credit the asset 
account with $500 and debit deferred charges; 
but, in addition, I would debit deferred 
charges with one-nineteenth of $500 (increase 
in monetary value), or $26.31, ard credit 
unearned appreciation. During the course of 
the year, if all the service units were con- 
sumed, deferred charges would be credited 
with $526.31, and costs would be charged. At 
the end of the year, I would charge unearned 
appreciation $26.31 and credit profit and loss. 
The balance sheet, January 1, 1916, would 
show in a footnote the value of the asset at 
$10,000. 

5. The entire appreciation (or decrease in 
value), should not be set up in a special sur- 
plus account, because we cannot assume that 
the change is permanent. It may not be; in 
fact, the price trend may go in the other 
direction. Crediting the entire appreciation to 
a special surplus account (the plan followed 
by conservative accountants), which may be 
capitalized through a stock dividend, thereby 
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making it a part of the capital structure, 
seems to me to be the very? opposite of con- 
servatism. Such a procedure raises dividend 
requirements and very often results in the 
need to earn dividends on values that do not 
exist—another way of “watering” stock and 
diverting moneys from purposes of greater 
social utility. 

6. The proposed plan deals only with that 
‘annual portion of appreciation that is known 
to exist (assuming the possibility of such 
knowledge), and that portion is charged into 
operations, so that the values that the present 
price level indicates have been consumed may 
be recovered. 

7. Replacements would be charged to the 
asset account, at their cost, on the assump- 
tion that these are, on the basis of existing 
price levels, new values acquired. Assume such 
a replacement on January 1, 1917 at a cost 
of $1,000 what would the asset account show? 


depreciation unapplied; at the end of the year 
charge profit and loss with $26.31, crediting 
value-depreciation unapplied. By this method, 
I would, through costs, recover the monetary 
values used ($500), and, at the same time, 
debit profit and loss (or surplus) with a 
non-operating shrinkage in monetary value, 
Only the monetary values actually consumed 
would find their way into costs, which should 
neither be inflated nor deflated, and I would 
be dealing only with monetary values cur- 
rently known. Monetary values can only be 
known currently; we cannot predict their per- 
manency. 


I believe my proposal is, therefore, con- 
servative in every respect. There is only 
a temporary recognition of monetary value 
changes, because such changes are tempo- 
rary. Yet these changes find expression in 


Frxep AsseEtT—MACHINE X 


Jan. 1015 Acquisition... $10,000 

$11,000 


On January 1, 1917, a new asset confronts 
me, made up, in all probability, of two vary- 
ing monetary values, namely, those current 
January 1, 1915, and those current January 
1, 1917. In other words, the account repre- 
sents a composite of varying costs, but it is 
still stated at cost. What about depreciation 
from now on? 

My engineer or appaiser tells me that, be- 
cause of the replacement, the useful life of the 
asset may be considered as 19 years (he might 
have said 10 years, because that would make 
no difference in the procedure); on booked 
cost, the annual depreciation would then be 
$526.31. I would, therefore, credit the asset 
account (January 1, 1917) with $526.31 and 
debit deferred charges, the latter, in turn, to 
be charged out into operations, if the asset is 
fully used during the year, as anticipated. 
But, in addition, the engineer, let us assume, 
says that the monetary value of the asset is 
only $9,500, which means that only $500 per 
year must be recovered to restore the asset in 
19 years. This presents no difficulty: Credit 
deferred charges with $26.31, charging value- 


Jan. 1, 1915 Deferred Charge ............ $ 500 
Jan. 1, 1916 Deferred Charge ............ 500 

$11,000 


every business transaction in which the dis- 
bursement and receipt of moneys are in- 
volved—in purchases, in salary and wage 
payments, in the acquisition, currently, of 
fixed assets, in the payment of taxes and in- 
surance premiums and in moneys received as 
income. All procurement costs are neces- 
sarily expressed in terms of the present 
economic value of the dollar. Why then 
should not the present value of services, 
which we ourselves control through owner- 
ship of fixed assets, be also expressed in 
those same terms? If we were to procure 
these, as services, currently, we would cer- 
tainly have to pay for them in terms of 
current price. 

My proposal to use changes in monetary 
value, so as to express these in current 
operations only, and never as a permanent 
thing would seem to be far more conserva- 
tive than the practice which permits the 
entire appreciation in monetary values to 
find its way into a special surplus account 
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which may, in turn, be capitalized through 
a stock dividend. 

The accountant ought to know that 
changes in monetary values are very elu- 
sive things, and that they express only 
temporary price phenomena ; hence my sug- 
gestion that the entire appreciation, or de- 
preciation, in monetary values be reflected, 
not in the accounts, nor in the body of the 
balance sheet, but as a footnote to the bal- 
ance sheet. I would not build up surplus 
or capital stock through an appreciation 
account, but I do want to measure the val- 
ue of present, fixed-asset services (as we 
do in every other particular) in present, 
monetary terms. I do want to recover for 
those services, fully, through costs. 


The accountant’s attitude with refer- | 


ence to fixed assets, and the depreciation 
thereof, it seems to me is entirely untenable 
and illogical. He has told us that the ob- 
ject of charging depreciation is to restore 
the original investment in the depreciable 
property. Of what avail is that if it does 
not restore the property? Of what avail 
would that principle have been in Germany 
in 1928? In my opinion, the object of 
charging depreciation into operations is to 
have those operations restore the property, 
and not primarily the original investment. 
We are in business not to recover original 
dollars, but to preserve capital, that is, 
to preserve, by recovery charges, real capi- 
tal—the tangible, working properties that 
are used in business. These latter, quitey 
naturally, and unavoidably, express them- 
selves in varying dollar terms, from time to 
time, and they must be reacquired in vary- 
ing dollar terms. 

Again, it seems to me that the object 
of business is not to recover, by means of 
appropriate costing, the capital invested ' 
but the capital used. These values vary. 
The value, therefore, of capital assets ex- 
tinguished through use, has a different, 
monetary expression than that originally 
posted to the asset accounts. That expres- 
sion is one of present monetary value; it 
cannot be anything else, and its range 
affects not only depreciation but other 
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charges arising out of ownership. Thus, a 
property acquired for $10,000 in 1915 
may have resulted in a property tax of 
$200. Would that tax still have been $200 
in 1925, assuming the monetary value of 
the property to have been $20,000? What 
about the insurance, the repairs, the main- 
tenance, the replacements, and all the other 
outlays created by the ownership and up- 
keep of the property? These would not be 
in terms of the 1915 dollar but in terms of 
the 1925 dollar. A distorted picture re- 
sults if the original capital used in 1925, 
is still expressed in monetary terms of 
1915. Should not the base-property re- 
flect the value upon which all these collat- 
eral expenses are predicated? 

What should depreciation do? It should - 
not restore acquisition cost, nor should it 
attempt to restore an inflated or deflated 
value (monetarily expressed) projected in- 
to the future, because we know that mone- 
tary values are constantly changing. Ac- 
quisition cost is monetary value; so also 
is appraised value. Monetary value is pure- 
ly a temporary yardstick that attempts 
to measure real value. We have no right, 
therefore, to use monetary values except 
temporarily, but we should use them, tem- 
porarily, always. We should not use them 
to recover past, monetary values nor fu- 
ture monetary values. The past is gone and 
we do not do business in past terms. The 
future is entirely problematical and we are 
not prophets. But we do know the mone- 
tary values of the present, or we can know 
them. We do business in these terms, and, ° 
therefore, we are entitled to recover, in 
present monetary terms, the present mone- 
tary values that are consumed,—no more 


jand no less. It is the capital used and not - 


the capital invested that we must recover, 
and capital used today has nothing to do, 
in terms of price, with capital acquired or 
capital to be used in the future. There- 
fore, let each year make provision for the 
capital assets consumed that year, as 
measured by the economic value of the 
dollar that year. 

Irrespective of changes in the monetary 
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unit, the orthodox accountant usually 
makes another mistake, even though his 
mistake is expressed in present monetary 
terms. That mistake is found in his ad- 
herence to acquisition cost, and the incor- 
poration of that acquisition cost into the 
accounts, and hence, the balance sheet, as a 
value-expression. True, the dollars spent 
represent dollars of present denomination 
but do they express a proper value? 

By way of illustration: A builds a ma- 
chine that cost (labor, material and over- 
head) $5,000. That amount is his acquisi- 
tion cost. A check-up might reveal $1,000 
as a fair measure of wasted labor, wasted 
material, and wasted overhead. Did he 
create a $5,000 value? If he did, then the 
more mistakes he made, the more material 
he spoiled, the more plant he used needless- 
ly, the more valuable his product would be- 
come. Mistakes do not create value, yet ac- 
quisition cost, if set up as such, may be full 
of mistakes: This condition might, and 
probably does, exist in much construction 
work and in many ordinary purchases. It 
exists wherever we use actual costs as a 
basis for valuing capital assets, or inven- 
tories. Acquisition costs (actual costs) are 
extremely unreliable. 

Here then is the reliable appraiser’s op- 
portunity. A true appraisal pays no at- 
tention to actual costs nor to acquisition 
costs. It values properties on a standard 
cost basis in terms of the present dollar. 
It does not necessarily inflate values—it 
may deflate them. Annual redeterminations 
of monetary values housed in fixed assets 
do not have to be formal, elaborate ap- 
praisals. After a complete, detailed ap- 
praisal has once been made, it is a simple 
matter to continue it in subsequent years. 
In many instances, it will mean merely the 
use of price indices and, where machinery 
is involved, prices can be readily obtained 
from the manufacturers. The whole thing is 
appealing to me, because it will bring 


property value facts closer to us; it will 
more clearly demonstrate what the life-ex- 
pectancy of physical assets is; it will pre- 
vent the setting up of present, total ap- 
preciation in permanent form, when, in 
reality, such appreciation may be purely 
temporary, and it will destroy the fetish 
of the calendar in that it will show us a 
more correct estimate of the future utility 
of physical assets. Finally, it will not put 
into costs, increments of fixed assets used 
on past, price levels, but will inject therein 
the present values of these capital uses; 
it will provide for the restoration of serv- 
ice units used, in present money terms that 
measure present uses of such services; it 
gives consideration, therefore, to the cur- 
rent restoration of real capital rather than 
the nominal, invested capital of years ago. 
It puts into costs the true present meas- 
ure (which must be expressed in present 
monetary terms) of fixed-asset services con- 
sumed. 

H. W. Sweeney in his article entitled 
“Stabilized Depreciation’’ has taken a 
stand on this subject which harmonizes 
very closely with mine. From page 167 of 
the September, 1931, issue of the Ac- 
counTIné Review, I quote him as follows: 
“Ordinary accounting fails, in periods of 
fluctuating prices, to preserve real capital 
and charge profit and loss with the correct 
amount of depreciation, because it neglects 
to treat figures measured in inwardly un- 
like, though superficially similar, monetary 
units as though they were expressed in 
heterogeneous moneys.” 

Because of space limitations, many 
things that should have been said in this 
article remain unsaid. I hope, however, that 
I have said enough to arouse further dis- 
cussion of this important subject, and that 
I may receive the constructive criticism of 
others who have given thought to this mat- 
ter. 


* AccountiNG Review, September, 1931. 


conc 
poir 
nom 
ans\ 
the 
gar’ 
al wer 
E q tax 
can 
tior 
of 
4 rer 
upt 
We 
cou 
Va: 
eve 
the 
rer 
ant 
a wh 
ree 
pel 
the 
po 
| qu 
ca! 
ca: 
q as 
i co 
me 
ac 
tic 
fo 
ca 
12 


(Werténderung am ruhenden Ver- 

mégen) is a profit, is not merely the 
concern of bookkeepers. It is a fundamental 
point of both business and general eco- 
nomic theory. According as this question is 
answered there will have to be differences in 
the concepts which prevail in business re- 
garding profit, capitalized value (Ertrags- 
wert) price policy, balance sheet theory, 
tax law, and financing. The business man 
cannot neglect the significance of this ques- 
tion as he is accustomed to do in matters 
of pure theory on the ground that is far 
removed from his concern. What he re- 
ports as profit to his stockholders depends 
upon his interpretation of this question. 
Wage policies are also affected, and, of 
course, the computation of income taxes. 
Varying concepts of profit will have an 
even more distinct relation to economic 
theory. It is clear that the concepts of 
rent, interest, market value, price, income, 
and capital must vary according to 
whether we consider as income only the 
real products produced within a certain 
period, or whether income is regarded as 
the surplus increment of value between two 
points of time. This is, therefore, a basic 
question of economic science and deserves 
careful attention. 

The point of view that appreciation 
cannot be a profit was expressed in 1921 
as follows 

‘Differences in value between original 
costs (Selbstkosten) and current replace- 
ment costs (Ersatzkosten) have the char- 
acter of value changes in capital, condi- 
tioned by changing current market prices 
for production goods. Therefore they logi- 
cally belong in the accounting for capital 
and not in the accounting for operations.” 

In later works’ the contention is con- 


TT question, whether appreciation 


1F. Schmidt, Die Organische Biianz, 1st ed., p. 
124. 
*F. Schmidt, Der Wiederbeschaffungspreis, Ber- 


IS APPRECIATION PROFIT? 


Fritz ScHMIDT 


tinued upon both theoretical and practical 
grounds, and the conclusion reached that 
the best means of properly treating such 
differences will be found in an extension 
of the accounting use of replacement val- 
ues. 

Some theoretical explanation of the rea- 
sons why appreciation cannot be profit is 
needed at this point. For this purpose we 
must consider the enterprise as a part of 
the national production machine. It will 
then be clear that a maintenance of total 
productivity as of a certain moment will 
only be possible, if the productive instru- 
mentalities of all individual enterprises 
concerned are preserved intact. The main- 
tenance of productive power as a whole is 
not possible if accounting is based on an 
original value basis. The reason is that 
pure appreciation would then appear as 
profit whenever a change of value has taken 
place between the purchase and selling 
dates for the materials and wages that 
compose a product. 

For example, if the material for a ma- 
chine had been bought for $100 was sub- 
sequently sold for $250, and at the day of 
sale could have been reproduced for $200, 
then a calculation on the basis of original 
cost would show a profit of $150. But this 
profit cannot be given to the shareholder 
because $200 is necessary to replace the 
material contained in the machine and to 
maintain the productivity of the plant. If 
$150 is distributed it would be necessary 
immediately to provide new capital of $100 
in order to replace the material sold. The 
right way to record the situation would 
be to place the difference between original 
and current cost in a separate account 
which could be called current appreciation. 
This account is an adjunct to the capital 


lin (1923); Bilanzwert, Bilanzgewinn, Bilanzwm- 
wertung, Berlin (1924); Die Industriekonjunktur 
ein Rechenfehler, Berlin, 1927; Die organische 
Tageswertbilanz, Leipzig (8rd ed., 1929) ; Kalkuta- 
tion und Preispolitik, Berlin, 1929. 
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accounts and should be associated with 
them on the balance sheet. It serves to 
maintain the economic capital and the pro- 
ductive capacity of the plant and prevents 
appreciation from appearing as profit. 
The real profit in the above case which may 
be disbursed without impairing plant pro- 
ductivity is only $50. 

Even in the United States, where the 
gold standard has been upheld, there was, 
between the years 1914 and 1920, a strong 
rise of selling and cost prices. It seems cer- 
tain that most of the showing of these was a 
false prosperity and nothing but the result 
of wrong accounting. Most of the dividends 
of these years were paid out of apprecia- 
tion; that means they were paid out of 
substance and not out of real profit, out of 
erroneous depreciation calculated on orig- 
inal value rather than the basis of current 
values at a time when current values were 
three-fold the original values. ; 

But what is right for material and de- 
preciation is also right for wages. If wages 
contained in a product are rising, in ac- 
counting for true profit one must deduct 
the difference between original wages and 
current wages as an appreciation which is 
necessary to pay full wages for a future 
similar product on the same wage level. 

On the other hand, a change in value 
is not a loss when prices decline. Suppose 
all prices for material or wages are lowered 
to one-half the original cost at the day of 
sale. Then all difference between current 
costs and sales prices is real profit. Only 
current costs are necessary to replace the 
material and the labor contained in the 
products sold. If the difference between 
original costs and selling prices is given 
to the shareholders, the company will re- 
tain the money that is not then needed for 
further production. Generally this surplus 
money will be placed on deposit in banks 
where it lowers the rate of interest and 
generates a wave of speculation on the 
stock exchange, while if it had been paid 
as dividends, the recipients would be able to 
buy more goods.7. 2 

From the point of view of taxation, it 
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seems profitable for a state to regard all 
appreciation in a time of rising price levels 
as gain, because undoubtedly then the tax- 
able income of business will be greater. In 
the time of crises, however, the reverse is 
true; all lowering of appreciation appears 
as a real loss, as a diminution of income. 
This reversal generally happens when the 
state most needs high returns from the in- 
come tax. It is certain that a good deal of 
the large changes in tax revenue is due 
to including appreciation changes on all 
or part of the national capital as part of 
the national income. If appreciation is 
treated according to its real nature, i.e., as 
pure value change in the nation’s stock of 
substantial goods, it will never be allowed 
to influence the accounting for income. This 
would equalize the proceeds of the income 
tax. 


Accounting for income on the basis of | 


original cost destroys the balance between 
production and consumption. For instance, 
if in a period of rising price levels the orig- 
inal cost for wages per hour for a certain 
product was fifty cents while at the day 
of sale the wage-cost was one dollar, then 
a workman would be able to buy double the 
product of his present-day labor, when the 
prices are calculated on the lower original 
cost. On the contrary, if original wages 
were one dollar and present day wages, 
fifty cents, the workman could only buy 
half of the product he produces. Only when 
appreciation of wages as a cost factor is 
excluded from calculations and all costs are 
determined on present day values will a 
price policy be possible that harmonizes the 
flow of goods between producer and con- 
sumer automatically. In times of rising 
cost-price levels, the prices on the basis of 


original cost give results which are too j 


low. In times of falling cost-price levels, 
the calculation on the basis of original cost 
produces prices which are too high and 
therefore tends to lower the amount of 
goods salable. 

Accounting which ignores current costs 
gives neither a correct capital nor profit 
account. Capital value of all assets is real 
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yalue only at the moment of balancing and 
only when the exact values of the buying 
market for that moment are used. Changes 
of value between two balance-sheet dates for 
the more permanent assets are bound up 
in the business and never available for pay- 
ments of dividends; only after selling the 
assets indispensable for production can 
such a dividend be paid. Therefore this ap- 
preciation must be neutralized during the 
existence of the enterprise by transferring 
it to capital or appreciation account. 

Accounting for profit on the basis of 
original cost does not show what the cost 
of production would be on the date of sale 
and does not provide for maintaining the 
productive power of the plant; when con- 
ditions change, however, the productive 
power is more than maintained. A dynamic 
price policy on other than a current value 
basis is impossible; if the real profit is un- 
known to the business leader, he will not be 
able to decide whether it is profitable to 
enlarge or to reduce his business volume. 

Only in one case can appreciation be 
real profit to the business man, viz., when 
he uses money credit to buy goods for 
speculation outside of his regular business 
needs. If his selling prices thereafter are 
higher than the money lent plus interest 
and costs after selling the goods, the differ- 
ence will be his realized speculative gain. 
This kind of profit is especially high in 
times of rising general price levels. But this 
kind of private profit is no profit to the 
community, because the lender of money 
loses the same buying power on his money 
that the borrower gains. 

There are numerous methods of eliminat- 
ing appreciation from profits each of which 
has its advocates. One group looks to the 
determination and correction of the value 
changes on the actual assets, while another 
group operates upon the principle that 
individual assets are merely varying parts 
of an abstract money capital expressed in 
the capital account and its sub-accounts. 
In the first case the index number used 
would be based upon prices for particular 
kinds of property; in the other the cor- 
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recting element would be a general price 
index. Both are to.be ascertained from 
many individual values. Once the calcula- 
tion is made, the procedure of correction 
presents no special difficulties. But it may 
be seriously questioned whether there are 
any entirely trustworthy indices which of- 
fer correctly weighted average prices. And 
considering the great calculation difficul- 
ties, there probably never will be an exact 
one. 

Consider, however, the method of cor- 
rection which makes consistent use of cur- 
rent replacement values (T'agesbeschaf- 
fungswerte). It takes into consideration 
not only the balance sheet but the profit- 
and-loss account as well. For each expense 
the current replacement value on the day 
of sale is to be ascertained in addition to - 
the original cost (Anschaffungswert). The 
difference between the two values is to be 
entered in a separate correction account 
(Wertberechtigungskonto) to express val- 
ue-change if one does not care to use the 
capital account as a true-proprietorship 
account. The proceeds from sales need no 
correction for they are already expressed 
in terms of values current on the day of 
sale, at least insofar as they are collected 
in cash. Otherwise the credit may be dis- 
counted to present day value. 

In replacement accounting every value 
change is to be entered in a correction 
account and at the same time, insofar as 
the values have been realized, is to be en- 
tered also in profit and loss as cost in- 
creases or decreases. If the life of the enter- 
prise is ended by its sale as a whole or by 
liquidation, the profit on the sale at this 
time can be measured by the amount cor- 
responding to the current replacement 
values of the business assets. In this amount 
are included all the value changes of the 
past which were entered in the correction 
account and do not therefore appear now 
as profit. 

The index-number method of making 
corrections, however, takes the total owned 
capital as a starting point. It admits as 
earnings only the proceeds remaining at 
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the end of a period after provision has 
been made for maintaining the purchasing 
power of the total capital. The simplest 
method of accounting here would be the 
comparison of the capital at the beginning 
and the end of the period, whereby the two 
amounts would be valued at the current 
values of their respective balance-sheet 
dates. The current value of the two sums 
must then be reduced to the same purchas- 
ing power by an index correction so that, 
for example, in case of a decrease of 20 
per cent in purchasing power, a profit will 
only result if the owned capital consists of 
say 25 per cent more in terms of money. 
Thus the average value-change will be 
separated from the profit by a correcting 
entry (profit-and-loss account to appre- 
ciation or capital account). According to 
this method of correction the results pro- 
duced in periods of inflation differ. In the 
first place the advocates of index-account- 
ing oppose setting up the balance sheet at 
current values. More often they work with 
original costs which need correction. Fur- 
ther on the use of a uniform index is made 
very difficult because the original costs may 
have arisen at very different dates. More- 
over, there are difficulties in defining the 
index correctly. In no case, however, can 
it be doubted that the purpose of the cor- 
rection is directed wholly to the elimination 
of appreciation from profit. 

Both the replacement and the index 
method of correction are often found in 
simple forms which refer to separate por- 
tions of capital or to separate groups or 
property. Corrections which arise from 
the conception of normal inventory (eitser- 
ner Besstand)* belong in the realm of re- 
placement accounting. Here the fundamen- 
tal idea is that a profit can be realized from 
the sale of goods only when the inventory 
in terms of goods is fully maintained. The 
same idea is thus applied to inventories as 
is applied to all property values. 

The technique requires that the quantity 
of goods corresponding to the normal in- 


*Compare Schmalenbach. Dynamische Bilanz, 
Leipzig. 


ventory be put down in every balance sheet 
at the same value irrespective of original 
cost and current value. Price fluctuations 
which occur between acquisition and sale 
do not appear as profit. A difficulty occurs 
in determining the fixed normal value, in 
that it must be set as low as possible in 
order that the current value can not fall 
below it. Consequently, at the beginring 
of this practice the original cost must be 
reduced. In the abstract this could occur 
through a write-off to the capital account, 
but in the majority of cases, in conformity 
with tradition, it is accomplished by a 
charge against the profit account. Here 
the real profit of that period would be un- 
derstated to that extent. Furthermore, the 
necessity often arises of changing the nor- 
mal quantity or the kinds of goods. Then 
the normal price produces difficulties. 

Normal-inventory accounting and re- 
placement accounting are further different 
if a price change takes place between the 
day of sale (i.e., the day upon which re- 
placement accounting sets cost value 
against proceeds) and the day of actual re- 
placement. This price change would then 
stand as a charge to the profit-and-loss ac- 
count if one uses fixed inventories. Accord- 
ing to replacement accounting, however, 
such change of the purchasing power of 
money would be carried to an appreciation 
account. In the first case the correction re- 
gards a price movement of goods no longer 
present, in the other it is the value change 
in money actually present. 

In a certain sense the realization prin- 
ciple, as well as original cost or normal 
prices, is a form of separating value 
changes from profits. The caution which 
many writers exhibit in regard to replace- 
ment accounting probably originates in 
their belief that the carrying forward of 
original cost for trading and depreciating 
assets will best avoid the influencing of 
profit and loss by value changes. (It is 
overlooked that in replacement accounting 
also no particle of value change is admitted 
to profit and loss, it being charged only to 
capital.) We often find in the same state- 
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ment a value-correction for trading-assets, 
(Umsatzbestdnde) and a plant carried at 
an original cost which was fixed long ago. 
But if the whole enterprise is sold all value 
changes will appear as genuine profit ; even 
pure appreciation, which surely is not 
profit, must appear as true profit when 
realized through sale. In this case profits 
are falsified by depreciation* based on his- 
torical values which can be too low or too 
high. 

In summary it would seem, if some uni- 
formity exists on the basic question of 
segregating value change from the profit 
account, that the question of how these 
changes are to be best recorded is purely 
technical. From the standpoint of social 
economics the sum of all of the over-profit 
and under-profit corrections must be the 
same by both methods (present-day value 
and general index). The social income 
would by both be increased or lessened by 
an equal amount. To equalize the cyclical 
fluctuations on the income side the index 
method of correction would undoubtedly 
suffice. This would have the advantage of 
being easily applied through correction of 
the capital sum. But from the standpoint 
of correct business organization and in the 
interest of determining in individual cases 
the true distributable profit, as well as in 
fitting the enterprise to the cycle, replace- 
ment accounting alone can give the correct 
results. It would be a great gain if both 
methods were made widely available be- 
cause both aim at fundamentally the same 


‘Compare, “Should Depreciation be Based on 


Present-day Value.” Harvard Business Review, 
1930. 
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correction. In spite of all money account- 
ing, economic capital consists of goods, 
among which only relatively small amounts 
of money are included. 

Here is an important basic question 
whose solution would be extraordinarily 
helpful. Perhaps the time has come to put 
bookkeeping technique aside and unite upon 
the proposition that appreciation is neither 
income in economics nor profit in business. 
Once that is done the way is cleared for 
the discussion of accounting technique 
which today only hinders the principle from 
becoming workable. Thereafter all who 
recognize the basic principle can unite in 
urging the alteration of present-day bal- 
ance sheet practices, taxation laws, and 
the like, in order that we may escape the 
serious economic disadvantages of continu- 
ing on the present basis. If opinion goes far 
enough to hold that value-change in money 
is only the reflection of value change in 
goods, then the discussion of correcting for 
money fluctuations will probably die out 
quietly. It would no longer be a problem 
of money standards but of suitable ac- 
counting, individual types of which can be 
tested by practice. 

According to the present position of 
business knowledge reflected in the litera- 
ture, it would seem easy for the great ma- 
jority of authorities to agree upon the 
principle: “Appreciation is not Profit.” No 
one actually uses the rule: “Appreciation is 
Profit.” It is necessary to come to some de- 
cision if business administration is not to 
have the reputation of being less concerned 
about fundamental matters than about in- 
dividual technical details. 
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THE LOUISIANA CIVIL CODE 


A. 


rom a legalistic point of view the 
) world is divided into two 

groups, viz., that which has the com- 
mon law as its basis and that which adheres 
to the civil law. The common law originated 
in England; the civil law in Rome. Since 
the United States was colonized principally 
by English speaking peoples, the common 
law was adopted as the foundation of the 
legal systems of most of the states. In some 
instances, however, the civil law has been 
permitted to materially modify state sys- 
tems of law, and in one, namely Louisiana, 
the civil law is the accepted system. 

Code Napoleon. At the time of the 
French Revolution a mass of poorly classi- 
fied laws and customs prevailed in France. 
Napoleon undertook the revision and codifi- 
cation of this data. He appointed a com- 
mission of four to undertake the work. 
After four months’ labor it published a 
code, and during the following six years, 
viz., 1804-1810, revised and elaborated it, 
thus producing the Code Napoleon, which 
consisted of five parts, as follows: 

1. Le Code Civil, dealing with private 

relations. 

. Le Code Procedure Civil. 

. Le Code de Commerce. 

. Le Code de Instruction Criminelle. 
. Le Code Penal. 

A form of the civil law was introduced 
into Louisiana when it was ceded to Spain 
in 1763. In 1818 the Territory of Orleans 
adopted a code founded largely on the Code 
Napoleon, and this code, modified by subse- 
quent revision, is in force today. Preceding 
1818, however, there occurred a struggle, 
under the inspiration of President Jeffer- 
son, to substitute the common Jaw for the 
prevailing system. A compromise resulted, 
in that the common law was adopted in so 
far as it related to criminal procedure, 


or Co bo 


For assistance in collecting material contained 
in this article the author is indebted to T. W. De- 
Haven, a graduate student in the College of Com- 
merce, Louisiana State University. 
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whereas the civil law was adopted in so far 
as family relations, private personal rela- 
tions, and private property are concerned. 


DISTINCTIVE FEATURES OF LOUISIANA LAW 


When the compilers of the Louisiana 
Civil Code of 1825 began their work they 
found in the French Code the law of ancient 
Louisiana modernized and _ readjusted. 
They used those portions that their experi- 
ence found applicable to Louisiana, at the 
same time drawing upon Spanish law in 
support of principles and practices too well 
settled to be disturbed. To a large extent, 
however, they acted independently of both 
French and Spanish law, so that today 
there exist, in Louisiana law, many depar- 
tures from the model after which the funda- 
mental law of the state is patterned. 

The court reports are replete with cases 
which illustrate these differences and depar- 
tures. Thus in Louisiana a last will and 
testament cannot be annulled for undue in- 
fluence, because proof is not admitted of the 
disposition having been made through 
hatred, anger or suggestion.’ No attack 
upon the testamentary capacity of the 
testator is permitted, except to show that 
he was mentally incapacitated when he 
made the will. The presumption of a lucid 
interval must be overcome, even though the 
testator has been wholly or partially in- 
sane at times before making his will. 

Death passes decedent’s estate to his 
heirs, hampered only by its administration, 
if one is desired or necessary; or by the 
limited tenure of an executor in intestate 
successions. 

The law compels a parent to reserve 
part of his estate for his progeny, this be- 
ing regulated by their number at time of 
his death. This reserve, or legitime, as it is 
termed, cannot be taken away by dona- 
tion or by will, but it may be placed in 
trust for a limited time. 


* Art. 1492, Louisiana Civil Code of 1870. 
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The system of community or partnership 
between husband and wife is taken from 
early sources. All acquisitions during mar- 
riage become joint property (unless other- 
wise provided by marriage contract) sub- 
ject to certain rights of the husband and 
to the survivor’s usufruct in case of death. 

In the Louisiana Civil Code the law of 
contracts is treated under obligations, be- 
ing derived primarily from French law. 
However, in this respect, the Louisiana 
Code of 1825 introduced new features, as 
well as features common to the other states. 

Under Louisiana civil law but two estates 
in land are recognized, the one corporeal, 
termed ownership, consisting of dominion 
over the soil and all that lies directly above 
and below it; the other incorporeal, termed 
servitude, being a charge imposed upon 
land for the utility of other lands or per- 
sons.” Consequently, in Louisiana an estate 
in lands, such as a “mineral estate,” can- 
not exist independent of and distinct from 
the surface estate. The so-called “mineral 
estate” is a mere servitude upon the land, 
giving merely the right to extract such 
minerals and to appropriate them. 

Today in Louisiana, Roman and French 
law, although interesting and influential, 
are not authoritative. : 

Contracts Under Civil Law. Considered 
in relation to their substance, contracts 
are either commutative or independent, 
principal or accessory. 

Commutative contracts are those in 
which what is done, given or promised by 
the one party is considered as equivalent 
to what is given, promised or done by the 
other party. 

Independent contracts are those in which 
mutual acts or promises have no relation 
to each other, either as equivalents or as 
considerations. 

A principal contract is one entered into 
by both of the parties, on their own ac- 
counts, or in the several qualities they as- 
sume. 

An accessory contract is made to assume 


2 Arts. 538, 646, 647, Louisiana Civil Code of 
1870. 


or perform a prior contract, either by the 
same parties, or by others; as suretyship, 
mortgage, and pledge. 

Considered in relation to the motive for 
their origin contracts are gratuitous and 
onerous. 

A gratuitous contract is one the object 
of which is to benefit one party, without 
any profit or advantage received or prom- 
ised as consideration for it. It is not, how- 
ever, less gratuitous if it procede either 
from gratitude for a benefit hitherto re- 
ceived, or from the hope of receiving one 
hereafter. 

An onerous contract arises when any- 
thing is given or promised as consideration 
for the engagement or gift, or when any 
survey, interest or condition is imposed on 
what is given or promised. 

In relation to their effects contracts un- 
der the civil law are either certain or alea- 
tory. 

A contract is aleatory or hazardous 
when the performance of that which is one 
of its objects depends upon an uncertain 
event. 

A contract is certain when the thing to 
be done is supposed to depend on the will 
of the party, or when in the usual course 
of events it must happen in the manner 
stipulated. 

Requisites to Formation of Valid Con- 
tract. Under Louisiana civil law,® four es- 
sentials to the validity of a contract are 
prescribed : 

1. Parties legally capable of contract- 

ing. 

2. Their consent legally given. 

8. A certain object forming the subject 

matter of the agreement. 

4. A lawful purpose. 

Parties to Contracts. Under the civil 
code only those who have given their as- 
sent to the contract are parties thereto. 
Assent may be either expressed or implied. 
All persons have capacity to contract ex- 
cept those whose incapacity is specially de- 
clared by law. 

In case of a minor who has no tutor, or 


5 Art. 1779, Lowisiana Civil Code. 
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one who neglects to supply him with the 
necessities of his support or education, a 
contract or quasi-contract for providing 
him with what is necessary for these pur- 
poses is valid. Also, obligations arising out 
of offenses or quasi-offenses are binding on 
minors. 

A commercial contract made with a 
minor, not emancipated, even with the au- 
thorization of his father, is void. 

Being addicted to drunkenness does not 
invalidate a contract unless the other party 
took advantage of a moment of intoxica- 
tion. 

Persons contracting with incapacitated 
persons are bound. 

Assent Under Civil Law. When from the 
circumstances of the case, the offer im- 
plies an assent to the modification of the 
acceptance, the obligation is complete, al- 
though there be a difference between the 
one and the other. Thus if Smith offers to 
sell an article to Rivet for $100, and Rivet, 
not yet having received the offer, on his 
part proposes to give $200, the proposal 
to give the greater sum necessarily implies 
an assent to take it for less, and the con- 
tract is complete at the lowest sum. But 
a consent to give anything else than money 
does not create an obligation. The above 
is at variance from the common law which 
requires that the acceptance comply in de- 
tail with the offer. 

Consideration Must Be Serious. The civil 
law requires that the consideration must be 
serious, and not out of all proportion with 
the value of the contract. Thus in a con- 
tract of more than $100 value, the tradi- 
tional $1.00 consideration of common-law 
contracts is looked upon by the civil law 
as not being any consideration. 

Contracts of Sale. Whereas under the 
common law no oral evidence may be re- 
ceived to vary, extend, contradict or annul 
a written contract, under the civil law 
parol evidence is admissible to show sub- 
ject-matter of every fact within the knowl- 
edge of the parties before, at the time, and 
after. 

All agreements relative to movable prop- 


erty, and all contracts for the payment of 
money, where the value does not exceed 
$500, which are not reduced to writing, 
may be proved by any other competent 
evidence; such agreements, above $500 in 
value, must be proved by at least one cred- 
ible witness, and other corroborative cir- 
cumstances. 

The verbal sale of all movables, whatever 
their value, is valid. This compares with 
the common law provision that sales of 
goods for a price of ten pounds or more 
must be in writing unless part of the pur- 
chase price be paid or part of the goods be 
delivered. 

A sale is considered perfected between 
the parties and the property is of right ac- 
quired by the purchaser as soon as there 
exists an agreement for the object and for 
the price thereof, although the object has 
not yet been delivered, nor the price paid. 
Ordinarily, under the common law, delivery 
is necessary to pass title, although delivery 
may be either constructive or actual. 

Under the civil law, if the promise to sell 
has been made with the giving of earnest, 
each of the contracting parties is at liberty 
to recede from the promise; to wit: he who 
has given the earnest by forfeiting it; and 
he who has received it by returning the 
double.* Under the common law, part pay- 
ment has one specific purpose. Under a 
contract coming within the Statute of 
Frauds, paying part of the purchase price 
will pass title without the contract having 
to be written; although the party is re- 
lieved from the obligation of performing 
his part of the contract, or paying dam- 
ages to the injured party, to the extent of 
the loss caused by his failure to fulfill his 
agreement. 

Under the civil law the price cannot be 
out of all proportion with the value of the 
thing sold; thus the sale of a plantation for 
one dollar would not be considered a fair 
sale; instead, it would be considered a dona- 
tion in disguise. This is in marked contrast 
with the common law requirement that the 


* Art. 2463, Louisiana Civil Code. 
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consideration need have only legal value, 
however small it may be. 

Until the thing sold is delivered to the 
buyer, the seller is obliged to guard it as 
a faithful administrator, and if, through 
want of this care, the thing is destroyed, or 
its value diminished, the seller is responsible 
for the loss. The three degrees of diligence 
and the three degrees of negligence familiar 
to students of the common law, are un- 
known to the civil law. 

Under the civil law, if, in case of evic- 
tion from part of the thing, the sale is not 
cancelled, the value of the part from which 
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he is evicted is to be reimbursed to the 
buyer according to its estimation, propor- 
tionately to the total price of the sale.* 

In case of auction sales the civil law pro- 
vides that the auctioneer must be a public 
officer, appointed for that purpose. He 
must receive the terms of sale in writing 
from the seller, and must proclaim them in 
a loud voice. The common law contains no 
such provision, although, in practice, he 
may call upon the clerk to read the terms 
of sale. 


Art, 2514, Civil Code. 
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EFFECT OF THE ADOPTION OF THE CLASSIFI- 
CATION OF ACCOUNTING SERVICE ON 
ACCOUNTING INSTRUCTION 


Davin HIMMELBLAU 


Chairman of the Committee on Edu- 

cation, American Institute of Ac- 
countants, has endeavored to procure the 
general adoption of a classification of ac- 
counting services. The original report was 
prepared September 9, 1925. Since then 
the matter has been discussed at each meet- 
ing of the American Institute of Account- 
ants, by the American Society of Certified 
Public Accountants, the New York Society 
of Certified Public Accountants and the 
American Association of University In- 
structors in Accounting. The particular 
Classification of Accounting Services con- 
sidered by the 1930 meeting of the Ameri- 
can Society of Certified Public Account- 
ants appeared in the November, 1930, issue 
of The Certified Public Accountant. The 
classification considered by the 1930 meet- 
ing of the American Institute of Accoun- 
tants is not yet available for publication. 

I shall not attempt to discuss the differ- 
ences between the two classifications as I 
am not concerned with the particular 
names given the various classes of work. 
But I am very much interested in having a 
uniform classification of accounting serv- 
ices come into general use. 

The importance of such a classification 
of accounting services for instructional 
purposes in auditing courses will be obvi- 
ous to any one. From the standpoint of 
instructing students who expect to become 
professional auditors, a recognized classi- 
cation of accountancy services enables the 
teacher to: 


Sc: 1925 Mr. John R. Wildman as 


(1) state definitely that there are cer- 
tain recognized classes of audit 
work ; 

(2) point out the objects to be accom- 
plished by each class of audit; 


(3) state wherein one classification dif- 
fers from the others with which it 
might be confused ; 

(4) state the scope of the audit to be 
performed for each classification ; 

(5) explain as to each class of audit 
work (a) what ‘to do, (b) how to 
do it and (c) how much to do. 


It is obvious that more practical teaching 
produces better students; that better stu- 
dents become better staff assistants and 
better staff assistants make more effective 
audits. The student completing such a 
course of instruction should have a tangi- 
ble conception of the responsibility as- 
sumed under each type of audit. In view 
of a recent decision holding a professional 
auditor financially responsible as well as 
morally responsible for the statement to 
which he appends his certificate, it is im- 
portant that the student have a clearer 
conception of his responsibilities than we 
have heretofore given him. 

The same factor arises in the accounting 
instruction given to students who do not 
expect to become professional auditors. 
Such persons undoubtedly will reach posi- 
tions in which they will be called upon to 
use the statements prepared by profes- 
sional auditors, either as executives em- 
ploying such auditors or as individuals ex- 
tending credit or making investments on 
a basis of such statements. Here the ques- 
tion arises as to the extent to which such 
individuals may rely upon the statements 
which they are using Unless these indi- 
viduals are informed as to the nature of 
the various classes of accounting services 
which might be rendered and are made 
acquainted with the scope of the verifica- 
tion made by the auditor in connection with 
the particular financial statement being 
used, it is very easy for that individual to 
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be misled. It is not at all uncommon for 
a statement which was prepared on the 
basis of a limited examination of the ac- 
counts to reach the hands of a person who 
assumes that it was prepared on the basis 
of a complete audit. If it subsequently de- 
velops that the statement is not accurate 
due to inadequate investigation by the au- 
ditor, the user usually assumes that the 
auditor is incompetent and at times feels 
that the auditor has been so negligent as 
to warrant legal proceedings for damages 
sustained. 

Most of the unsatisfactory situations 
existing in the teaching of auditing and in 
the use by individuals of financial state- 
ments issued by professional auditors can 
be avoided through the adoption of the 
proposed classification of accounting serv- 
ices. If such a classification is adopted and 
generally promulgated, it will gradually 
become familiar to all users of statements. 
It will then be possible for the auditor to 
fix the degree of responsibility he assumes 
in a given case by referring in his certifi- 
cate to the particular classification under 
which his audit falls. If the user of a 
statement has any questions as to the ade- 
quacy of the audit performed in connec- 
tion with that statement, reference to the 
classification of services will quickly ac- 
quaint him with the scope of the work done 
and the degree of responsibility assumed 
by the auditor. If he is not satisfied with 
the scope of the work done, he can reject 
the statement. 

The reference in the certificate to the 
classification of accounting services could 
be made either by using the name assigned 
to the particular class of work in which 
the audit falls or the various classifications 
could be numbered and the class number 
used in the auditor’s certificate. The fol- 
lowing short form certificates illustrate 
this point: 


Avupirors’ CERTIFICATE 


We have made a “standard audit” of the 
books of account and related records of the 


“XYZ” Company for the fiscal year ended 
November 30, 1930, and we hereby certify 
that, in our opinion, the foregoing balance 
sheet correctly sets forth the financial condi- 
tion of the company at November 30, 1930. 


Jones, Smitru & Co. 
Certified Public Accountants 
Chicago 
December 21, 1980 


AupitTor’s CERTIFICATE 


I have made an audit (class 1) of the 
books of “XYZ” Company for the fiscal year 
ended November 30, 1930. 

I hereby certify that the foregoing balance 
sheet is in agreement with the books and in my 
opinion presents the financial condition of the 
company at November 30, 1930. 


H. A. Jones 
Certified Public Accountant 
Chicago 
December 21, 19380 


I see no other method whereby the pub- 
lic accountant can inform the user of the 
statement as to the extent of the audit 
made by him and in view of the Ultra- 
mares case it would seem that the auditor 
can no longer avoid the subject. As far 
back as 1905 Montgomery pointed out in 
connection with the liabilities of auditors 
that “the question appears to be capable of 
division under two heads, viz.: (1) What 
is the actual extent of the auditor’s certifi- 
cation? (2) What is his legal responsi- 
bility in case of an error being subsequently 
discovered in the accounts that have been 
passed by him?” 

The crux of the question in each case is 
—What is the actual extent of the Audi- 
tor’s certification? From the standpoint 
of (a) the student, (b) the professional 
auditor and (c) the user of the certified 
statement, that question is most clearly 
answered by adopting a classification of ac- 
counting services and by having the audi- 
tor’s certificate state upon which classifi- 
cation the certified statement was based. 
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[Nore sy Eprror: The following report, bearing the date of July 9, 1931, has been submitted 
to the Board of Directors of the American Society of Certified Public Accountants by the 
Society’s Committee on Classification of Accountancy Services, of which Joseph J. Klein 
is chairman. This report represents a modification of the report referred to by Professor 
Himmelblau and has been extended by adding to it suggestions for forms of certificates.] 


PART A 
CLASSIFICATION 


The first five sections below relate to classes 
of service in which audit and examination pro- 
cedures are the essential characteristics. Such 
services constitute the major part of account- 
ancy practice. The sixth section contains in- 
formation dealing in a more general way with 
a variety of services which may be rendered. 

Auditing, as used in a professional sense, 
may be defined as the procedure whereby one 
undertakes to pass judgment on the correct- 
ness of financial statements and accounts, by 
scrutinizing accounts, vouchers, documents, 
and other supporting records and data, cor- 
responding, if necessary, with independent 
third parties, and orally questioning officials 
and employees. 

Auditing procedure may be used in connec- 
tion with financial balances at the end of a 
given period and the financial transactions, 
for the period, which culminate in those bal- 
ances; or it may be used in connection only 
with the balances at the end of a period. 

The term “transactions,” as used herein, is 
intended to mean any changes affecting the 
accounts during a period. Accounts relating 
to income, expense, profits, and losses will be 
referred to as “operating accounts’; the 
transactions relating thereto as “‘operations” ; 
those relating to cash receipts and disburse- 
ments as “cash transactions.” 

A report usually is submitted at the conclu- 
sion of an audit or examination. A report pre- 
sents the accountant’s findings and conclu- 
sions, and may contain an expression of the 
accountant’s opinion in a formal statement 
commonly known as a certificate, either as 
part of the report itself or appended to the 
financial statements. 

While the engagements which constitute the 
major part of accountancy practice probably 
will fall into the first four classes suggested, 
it must be recognized that there will be in- 
stances in which the wishes of clients will dic- 
tate specifications of service which may over- 
lap the clean-cut lines which have been set 
up to distinguish one type of service from 


others. It should be obvious, of course, that 
any suggestions for the guidance of practi- 
tioners in arranging undertakings with clients 
cannot be permitted to interfere with the free 
operation of a client’s wishes with respect to 
the service to be performed. 

Section I. Examination of Financial Condi- 
tion and Detailed Audit of Transactions for a 
Period. Short Title—Detailed Audit: 

A detailed audit, sometimes referred to as a 
complete audit, has as its purpose substantia- 
tion by audit procedure of the correctness of 
the assets, liabilities (actual and contingent), 
reserves, capital, and surplus as at a balance 
sheet date and of all transactions for a period 
ended on the balance sheet date. 

The audit report, addressed to the client, 
may take the form of a balance sheet, and a 
statement or statements of income and surplus 
for the period together, with comments in 
which a certificate may be incorporated. The 
certificate may be appended to the financial 
statements, provided that any essential quali- 
fications are incorporated in the certificate. 

Section II. Examination of Financial Con- 
dition and Audit Tests of Transactions for a 
Period. Short Title—Test Audit: 

A test audit has as its purpose substantia- 
tion by audit procedure of the correctness of 
the assets, liabilities (actual and contingent), 
reserves, capital, and surplus as at a balance 
sheet date, and selective audit tests of the 
transactions for a period ended on the balance 
sheet date. The character and extent of the 
tests will be governed by the circumstances 
of each case and should be so designed as to 
satisfy the auditor of the general correctness 
of the recorded transactions for the period, 
although such tests will not necessarily dis- 
close every irregularity. 

The audit report, addressed to the client, 
may take the form of a balance sheet, and a 
statement or statements of income and sur- 
plus for the period, together with comments 
in which a certificate may be incorporated. 
The certificate may be appended to the finan- 
cial statements, provided that any essential 
qualifications are incorporated in the certifi- 
cate. 
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Section III. Examination of Financial Con- 
dition and Review of Operations: 

An examination of financial condition and 
review of operations whiie applicable to en- 
gagements other than those involving financ- 
ing arises frequently in connection with the 
proposed issuance of securities, as in financ- 
ings, mergers, consolidations, reorganizations, 
ete. This type of service has as its purpose 
substantiation by audit procedure of the cor- 
rectness of the stated assets, liabilities (actual 
and contingent), reserves, capital, and sur- 
plus as at a balance sheet date, together with 
analytical review, comparison, investigation 
of questionable matters, satistical -and other 
tests of the income, expense, profits and losses 
for a period (usually three to five years) 
ended on the balance sheet date. 

The particular object of this type of service 
is to substantiate the representations made in 
respect to the organization under examination, 
with a view to determining that there is no 
overstatement of net assets or of net profits; 
that the net assets and net profits are at least 
as good as represented. It is not designed 
to detect lapses of fiduciary integrity or any 
understatement of assets which may have 
been concealed in the operating accounts. 

An examination of financial condition and 
review of operations is distinguished from a 
test audit by omission of the audit of cash 
transactions, and by analytical study, com- 
parison, investigation, statistical and other 
tests of the income, expense, profits and losses 
rather than by selective audit tests of the 
transactions reflected in those accounts. 

The report of an examination of financial 
condition and review of operations, addressed 
to the client, usually contains a balance sheet, 
a statement or statements of income and sur- 
plus, a certificate, and, when used in connec- 
tion with the issuance of securities, usually 
contains statistical and other explanatory 
data which will be of assistance in interpret- 
ing the financial history and status of the 
company under review. Such report frequent- 
ly is supplemented by a statement, or state- 
ments, duly certified, giving effect to financial 
transactions consummated, or to be consum- 
mated, subsequent to the date of the balance 
sheet. Transactions to which effect is given in 
the supplementary statements should be ade- 
quately confirmed. 

Section IV. Examination of Financial Con- 
dition: 


An examination of financial condition has 
as its purpose substantiation by audit pro- 
cedure of the correctness of the stated assets, 
liabilities (actual and contingent), reserves, 
and capital at a balance sheet date, and an 
analysis of surplus, including as an incident 
to the substantiation of the balance sheet ac- 
counts, examination of such transactions at or 
about the balance sheet date as may affect the 
stated financial condition. 

This type of service, while requiring ex- 
amination of the records with a view to sub- 
stantiating the assets as stated and affording 
seasonable assurance that there are ao liabili- 
ties (actual or contingent) other than those 
stated, does not include audit of cash transac- 
tions, such as is required in a test audit, or 
review of the income, expense, profits and 
losses, as is required in an examination of 
financial condition and review of operations, 
and may not be relied upon to disclose lapses 
of fiduciary integrity or any understatement 
of assets which may have been concealed in 
the operating accounts. 

A report on an examination of financial con- 
dition, addressed to the client, may contain 
properly a certified balance sheet, but if a 
statement of income and surplus is included 
in the report, it should be qualified as having 
been prepared from the books without audit 
of the transactions of the period. 

Section V. Audits of Specific Accounts: 

This class of service may cover any par- 
ticular account, or accounts, of which the fol- 
lowing are examples: 

(a) Cash 

(b) Securities 

(c) Payroll 

(d) Manufacturing Cost 

An audit report of an account, or accounts, 
falling in this group, may take the form of 
a statement of the account or accounts au- 
dited, together with comments in which a cer- 
tificate may be incorporated, or the certificate 
may be appended to the statement, provided 
that any essential qualifications are made a 
part thereof. 

Section VI. Other Services: 

This section should not be considered as 
definitive or restrictive, but as containing 
general information only of various activities 
which are considered to fall within the field of 
the public accountant. 

Miscellaneous activities in the nature of re- 
search, verification or constructive work 
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should be designated in each case with an ac- 
curate description of the work undertaken. 

(1) Investigations of Specific Matters: 

Such investigations comprehend examina- 
tions of one or more specific features of a 
business and are undertaken usually in con- 
nection with such matters as suspected fraud, 
disputes regarding payment of royalties, etc., 
reasons for increases or decreases of profits, 
financial policies, determination of possible 
extent of civil liability, measurement of con- 
tract obligations, insolvency, bankruptcy, 
measurement of rate-making factors of utili- 
ties and carriers, and other financial or admin- 
istrative matters. 

In each case the accountant’s instructions 
from his client should be specific as to the ob- 
ject of the investigation. 

The scope of each investigation is deter- 
mined by its objects and the extent to which 
the accountant considers it necessary to go in 
order to accomplish those objects. 

The accountant’s findings in an investiga- 
tion usually are communicated to his client 
in the form of a detailed report. 

(2) Preparation of Statements from Books 
or Records without Audit: 

Statements prepared from the books or 
records without audit, should be made prefer- 
ably on unwatermarked paper, bound (if at 
all) in a plain back, without any indication 
in the statements themselves or in anything 
attached to the statements that they were pre- 
pared by public accountants. If, on the other 
hand, watermarked or regular stationery is 
used, a footnote should be added to balance 
sheet or other statements showing that they 
have been prepared from the books of account 
without audit. 

In cases where it is necessary to include in 
a report any statements which have been pre- 
pared from the books without audit, or only 
partial audit, such statements should be 
marked under the descriptive heading and at 
the bottom, so as clearly to indicate that they 
were prepared from the books without audit 
or with only such audit as is indicated oppo- 
site the respective items, depending on the 
situation. 

(3) Tax Services: 

Tax services may consist of: 

Preparing or reviewing tax returns: 

(a) From records which have been au- 
dited. 
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(b) From records which have not been 
audited. 

Contesting assessments or prosecuting tax 
claims before tax officials or boards. 

Preparing and rendering opinions on tax 
claims. 

Acting as adviser or agent in tax matters, 

(4) System Services: 

System services may cover: 

(a) General accounting systems: 

Conducting surveys. 

Devising and installing systems of account 
and of record. 
(b) Cost systems: 

Conducting surveys. 

Devising and installing cost-finding and re- 
porting systems. 

(5) Budgetary Services: 

Budgetary services may consist of investi- 
gation and survey work, formulating budget 
policies, designing budget procedures, and of- 
fering counsel with reference to budget poli- 
cies and procedures. 

(6) Opinions: 

This class of service consists of preparing 
and rendering opinions having to do with ac- 
counting and financial matters. 

(7) Miscellaneous: 

This class includes services not compre- 
hended in the foregoing classes, such as acting 
as liquidating trustee, as advocate in the ar- 
bitration of commercial disputes, as arbitrator 
in commercial disputes, as umpire in account- 
ing controversies involving accountants, or 
clients, or as comptroller, auditor, or book- 
keeper, giving testimony in court and arbitra- 
tion cases, interpreting financial data, render- 
ing advice in accounting matters, preparing 
and recording bookkeeping entries, instruct- 
ing bookkeepers, and checking statements, 
etc., etc. 


PART B 
CERTIFICATES 


In making the following suggestions as to 
certificates, the committee recognizes the nec- 
essity of respecting individual tastes and tra- 
ditional expressions of individuals and firms. 
There is no desire to do more than offer the 
results of long and careful thought, guided by 
legal counsel, for such use and benefit as the 
results may have to the accountancy profes- 
sion. It is hoped, however, that the suggested 
forms and verbiage have sufficient inherent 
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merit so that their general adoption will re- 
sult in due time. 

Variations in the form and application of 
certificates now in use obviously are numer- 
ous. Some certificates are unqualified; others 
require qualification. In some instances, the 
certificate is appended to the balance sheet; 
in others, it occupies a separate page in the 
report; in still others, the certificate is in- 
corporated with the comments in the presenta- 
tion page of reports. Some certificates are 
addressed to the clients; others, appended to 
statements, are unaddressed. One practitioner 
may wish to refer to the “books and ac- 
counts” as having been audited; another, to 
the “books ard records.” Some accountants 
may have used as a part of their standard 
verbiage the words “set forth”; others may 
like the sound of “discloses,” or “reflects,” or 
“exhibits.” The expressions “financial condi- 
tion” and “financial position” have been used 
in practice interchangeably. The report prac- 
tice of some firms requires that income and 
surplus be shown in two separate exhibits, 
designated “income account” and “surplus ac- 
count.”’ Other firms may connect the two fac- 
tors in a statement entitled “statement of in- 
come and surplus.” 

With these variations which reflect indi- 
vidual tastes, the committee has no concern, 
inasmuch as no harm is likely to result from 
the use of different words or expressions 
which have the same meaning. The committee 
is advised by counsel, however, that care 
should be exercised to make no assertion in 
certificates as to the service rendered which 
is not sustained strictly by the facts; that a 
satisfactory expression to be used as to the 
subject matter audited in the first four classes 
of service is “accounts”; and, that the redun- 
dancy resulting from the use of both “certify” 
and “in our opinion” may be overcome with- 
out detriment by omitting from certificates the 
word “certify.” 

The committee desires to recommend the 
omission from certificates of descriptive or ex- 
planatory matter which leaves the reader in 
doubt as to whether such matter constitutes 
qualification, and the inclusion only of such 
qualifications as are pertinent and clearly in- 
dicated as qualifications. This, however, is not 
intended to discourage full and frank state- 
ments of the ground covered by the service 
where such elucidation is considered desirable. 


Two forms of certificates are suggested 
with respect to each of the first four classes 
of service: One unqualified; the other quali- 
fied. Certificates, if indicated or required in 
connection with audits of specific accounts, 
or with investigations of specific matters, ob- 
viously must depend for their wording upon 
the circumstances of each case. 


I. DETAILED AUDIT: 


Form of Unqualified Certificate 

We have examined the accounts of Blank 
Company for the (period) ended (date), and, 
in our opinion, the accompanying balance 
sheet and statement of income and surplus 
set forth the financial condition of that com- 
pany at (date), and the results of its opera- 
tions for the (period) ended on that date. 
(Place) (Date) 


Form of Qualified Certificate 


We have examined the accounts of Blank 
Company for the (period) ended (date), and, 
subject to (qualifications), in our opinion, the 
accompanying balance sheet and statement of 
income and surplus set for the the financial 
condition of that company at (date), and the 
results of its operations for the (period) ended 
on that date. 
(Place) (Date) 


II. TEST AUDIT: 


Form of Unqualified Certificate 

We have examined the accounts of Blank 
Company for the (period) ended (date), and, 
in our opinion, the accompanying balance 
sheet and statement of income and surplus 
set forth the financial condition of that com- 
pany at (date), and the results of its opera- 
tions for the (period) ended on that date. 
(Place) (Date) 


Form of Qualified Certificate 


We have examined the accounts of Blank 
Company for the (period) ended (date), and, 
subject to (qualifications), in our opinion, the 
accompanying balance sheet and statement of 
inceme and surplus set forth the financial con- 
dition of that company at (date), and the re- 
sults of its operations for the (period) ended 
on that date. 
(Place) (Date) 


sti- 
iget 
of 
yoli- 
ac- 
pre- 
P 
ung 
ar- * 
ator 
unt- 
or 
tra- 
der- 
ring 
uct- 
7 
nts, 


304 The Accounting Review 


III. EXAMINATION OF FINANCIAL 
CONDITION AND REVIEW OF OPERA- 
TIONS: 


Form of Unqualified Certificate 


We have examined the accounts of Blank 
Company as at (date), and have reviewed 
its operations for the (period) ended on that 
date, and, in our opinion, the accompanying 
balance sheet and statement of income and 
surplus set forth the financial condition of that 
company at (date) and the results of its op- 
erations for the (period) ended on that date. 
(Place) (Date) 


Form of Qualified Certificate 

We have examined the accounts of Blank 
Company as at (date) and have reviewed its 
operations for the (period) ended on that 
date, and, subject to (qualifications), in our 
opinion, the accompanying balance sheet and 
statement of income and surplus set forth the 
financial condition of that company at (date), 
and the results of its operations for the (peri- 
od) ended on that date. 
(Place) (Date) 


IV. EXAMINATION OF FINANCIAL 
CONDITIONS: 
Form of Unqualified Certificate 
We have examined the accounts of Blank 
Company as at (date), and, in our opinion, 
the accompanyirg balance sheet sets forth the 


financial condition of that company at (date). 
(Place) (Date) 


Form of Qualified Certificate 
We have examined the accounts of Blank 
Company as at (date), and, subject to (quali- 
fications), in our opinion, the accompanying 


balance sheet sets for the financial] condition 
of that company at (date). 
(Place) (Date) 


SPECIMEN CERTIFICATE GIVING 
EFFECT TO FINANCING 


We have examined the accounts of Blank 
Company as at December 31, 1930, and have 
reviewed its operations for three years ended 
on that date. We have inspected: an agree- 
ment dated January 15, 1931, providing for 
the issuance and sale of $1,000,000.00 first 
mortgage 5 per cent bonds to be dated Janu- 
ary 1, 1981; a report of Blank Appraisal 
Company, dated February 17, 1931, showing 
the appraised value of the company’s prop- 
erty as of December 31, 1930; and minutes of 
a meeting of the directors of the company, 
held January 15, 1931 (or the requirements 
of the underwriting agreement) (or a letter 
of the president of the company, dated 
) regarding the proposed appli- 
cation of the proceeds of the bond issue. 

In our opinion, the accompanying balance 
sheet and statement of income and surplus 
set forth the financial condition of the com- 
pany at December 31, 1930, and the results 
of its operations for the three years ended 
on that date, after giving effect to the afore- 
said valuation of property and the proposed 
financing. 


(Place) (Date) 


NOTE: If the application of the proceeds 
of new financing is not clearly disclosed in 
the heading of the statement, or elsewhere on 
the face of the statement, the manner of ap- 
plications should be set forth in the certifi- 
cate. 


DIS 
untr 
and 
intr’ 
: ants 
| a We 
can! 
of ¢ 

stat 
Son 
all 

to 
enol 
a sug 
side 
I 
oug 
pro 
me! 
sigi 
of 
ber 
a 
| sta 
fer 
: the 
an 
cal 
nec 
yie 
du 
cia 
sol 
to’ 
to 

in 


The Accounting Review 


E D 


The Review has 
consistently opened 
its pages to writers 
advocating new and 
untried methods of balance-sheet valuation, 
and will continue to do so. This subject has 
intrigued a good many academic account- 
ants. However, the Review desires to add 
a word of caution: if a writer’s suggestion 
cannot be correlated with a sound method 
of expressing it on books and financial 
statements, it must fall of its own weight. 
Some writers have made no suggestions at 
all with respect to reducing their theories 
to practice; others have made definite 
enough suggestions but the effect of these 
suggestions has been incompletely con- 
sidered. 

Replacement value and values resulting 
from the application of an index figure 
ought in themselves to be reviewed before 
they are recommended for a specific balance 
sheet or statement of profit and loss. The 
pronouncements thus far made on replace- 
ment values all too easily pass over the 
significance of appraisals and the practices 
of appraisal companies. It must be remem- 
bered that appraisers are not members of 
a profession and cleave to no common 
standards. Certain appraisal companies of- 
fer three types of appraisals: the seller’s, 
the buyer’s, and the kind made for insur- 
ance purposes which by courtesy has been 
called an “economic” appraisal. It is un- 
necessary, perhaps, to add that each type 
yields a different figure for cost of repro- 
duction new as well as for accrued depre- 
ciation. These same companies sometimes 
solicit the opinion of their clients as to the 
total value expected and it is not unusual 
to find that the client’s estimate comes with- 
in a few thousand dollars of the final result. 


DISPRAISE OF 
APPRECIATION 


T 


Some of the appraisers state frankly that 
theirs is a position comparable to that of 
the lawyer defending his client in court; 
they make no pretense of an impartial find- 
ing. Competition among appraisers is an- 
other factor which has contributed to the 
feeling of untrustworthiness in a good 
many of their reports; it has forced ap- 
praisal solicitors into making promises and 
assertions reminiscent of the heyday of the 
New Era. 

Most of the appraisal companies profess 
to use cost of replacement as the basis of 
their valuations. This means, of course, the 
cost of duplicating the existing asset, with- 
out regard to improvements, if any, which 
have been added by the manufacturer since 
the asset was acquired from him. It does not 
involve any changes in the process of fabri- 
cation which may have substantially cheap- 
ened cost, nor the possible future substitu- — 
tion of an entirely new finished part to take 
the place of the part now in production. In 
a word, the average appraisal pays no heed 
to obsolescence or inadequacy. Many ap- 
praisals include discarded machinery on a 
basis comparable to that followed in the 
case of machinery in active use. 

But perhaps the greatest shock comes 
when the nature of accrued depreciation is 
examined. Accrued depreciation to the ap- 
praiser is something far different from ac- 
crued depreciation as the accountant con- 
ceives it. The appraiser, influenced origin- 
ally by the attitude of the insurance ad- 
justers, has long taken the position that 
accrued depreciation is the money cost of 
putting the asset back into first-class op- 
erating condition—the condition attaching 
to the asset when it was originally pur- 
chased. Furthermore the appraiser asserts 
that no useful asset can be more than 50 
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per cent depreciated; just why the limit 
has been set at 50 per cent is not clear. 

Until appraising has ceased to be a busi- 
ness and has become a profession, the réle 
of the conscientious appraiser or appraisal 
company will be hard. The absurd apprais- 
als which so often accompanied bond issues 
have brought discredit on the whole calling. 
Bankers who used to welcome the oppor- 
tunity of passing on the onus of inflation 
to others have discovered that the so-called 
independent appraisal is amazingly unpop- 
ular. Even the manufacturers who have 
made up the bulk of the appraiser’s patron- 
age in the past now find the appraiser, with 
his reduced price levels, an unpopular sort 
of person. 

There is no question of the economic im- 
portance of the appraiser as such. But he 
himself is in great need of appraisal. His 
activities to date have been patterned after 
a practice that no one, strangely enough, 
has ever comprehensively examined. The 
Review will welcome an article on the sub- 
ject. Let us recapitulate a few of the ques- 
tions that should be answered in some way: 

1. What are the methods of securing 
cost of reproduction or replacement value? 
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2. Should there be more than one re 
placement value, according to whether the 
person for whom the appraisal is being 
made is a buyer, seller, or merely the con- 
tinuing owner? 

3. Are obsolescence and inadequacy fac- 
tors to which the appraiser should give ex- 
pression in his report? 

4. How should unused or discarded ma- 
chinery be valued? 


5. Is the appraiser in any way respon- 
sible for noting (and providing for depre- 
ciation accordingly) unprofitable uses to 
which assets are being put? 


6. How should depreciation be computed 
by the appraiser? 


7. What is the limit, if any, of accumu- 
lated depreciation which an asset still pro- 
ductively employed may bear? 

8. Should not appraisers join themselves 
together in a profession? 

9. Or can they not at least formulate 
standards of practice which may put the 
public which deals with them on notice with 
respect to methods and procedures? 

Can no voice be heard in dispraise of ap- 
preciation? 


Meditations of a Student 


MEDITATIONS OF A STUDENT IN COMMERCE 7, A COURSE IN ADVANCED 


ACCOUNTING THEORY 
(After reading “The Raven”) 


Once at seven-thirty p.m., weary as the tired b.m. 

Over many a punk and rotten volume of accounting lore, 

There I nodded, nearly snoring, for it was so awful boring, 

Sitting there so long a-poring, poring over books of yore. 

“°Tis a waste of time,” I muttered, “poring over books of yore, 
Waste of time, and nothing more.” 


Soon a sound my ears was paining, ’twas the voice of one complaining, 

Little knowledge they were gaining and it made the prof. feel sore. 

“You will never get your M.A.s, if you waste your youthful heydays, 

You will never be C.P.A.s, if you do not study more, 

Small returns you'll get on pay-days, if you do not study more 
You’ll be dubs and nothing more.” 


“Is it true that all the rest-er you misfits have not read Kester, 

A. Lowes Dickinson, McKenzie, Finney, Jenkinson, and Ror- 

em, Van Cleave, or even Pixley, and the famous L. R. Dicksee? 

All you loafers make me sick, See! for these writers I adore, 

Great and famous are these writers, writers whom I do adore, 
You'll get D’s, and nothing more.” 


“Mr. Smith, if you’ve read Paton, what is it, that he is great on? 

What’s the curious, quaint, and novel great hypostasis he stands for? 

Is it not found in the saying that the balance sheet’s arraying 

Only two groups is displaying, only two, not three or four, 

Only Equities and Assets, that makes two, not three or four?” 
Smith said “Yeah,” and nothing more. 


Then they came to study Canning, rather more than they were planning, 
Mr. Brown grew thin and pallid, swamped by philosophic lore. 
Long they pondered on the saying, “That there may be a prepaying 
Of one’s rent, there’s no gainsaying, but not interest,” so he swore. 
“°Tis not interest but an offset to a debt,” he roundly swore, 

“Just an offset, nothing more.” 


Profit, Profit, thing of evil, Profit still, though from the Devil, 
By the Heaven that bends above us, and the Science I adore, 
Tell this soul, in search of knowledge, if you learned it when in college, 
Harvard School, or Business College, what’s its meaning, I implore! 
Has it any earthly meaning, tell me, tell me, I implore 
Tell me that, if nothing more? 


Then methought the class grew denser, Esquerré they could not censor; 
Could not even think the thoughts that they had often thought before. 
Cried the prof., “I swear by Heaven, you’re unfit for Commerce 7 
Minds of dough, you need the leaven, given you in Commerce 4* 
Little kindergarten lessons, taught to you in Commerce 4, 

You are fit for nothing more.” 


Is there any rhyme or reason, any truth that we can seize on, 
Since the book that Fra Paciolo wrote in fourteen ninety-four, 
Books we’ve read in great profusion, but they all, without exclusion, 
Only add to our confusion, messing up «ccounting lore, 
English, French, Italian, German, only mess accounting lore, 

So does Hatfield, only more. 


* An introductory course in bookkeeping. 
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THE ACCOUNTING EXCHANGE 


A C.P.A. ProsLeM 


OLLOWING is a problem which ap- 
in the C.P.A. examination 

given in November, 1931, in a num- 
ber of states. An allotment of approzi- 
mately three hours was given to the C.P.A. 
candidate for its solution. The solution in- 
volves a number of important points of 
theory and practice and the editor will wel- 
come solutions from students, wndergradu- 
ate or graduate, instructors in accounting, 
and practitioners. Solutions should be ad- 
dressed to the editor at 1 North La Salle 
Street, Chicago, not later than February 
1, 1932. The best solution in the opinion of 
the editor will be published in the March 
issue of the Review. 


You are called upon by a committee ap- 
pointed by certain common stockholders of 
the Premier Tester Company and certain pre- 
ferred stockholders of the Premier Corpora- 
tion to investigate the facts behind the recent 
organization of the latter company. For the 
purposes of this problem, your solution is to 
consist of a redrafting of the company’s 
balance sheet and the auditor’s certificate, 
both of which appeared in a report to stock- 
holders as at August 31, 1931. You are also 
to prepare a statement of reconciliation be- 
tween the net worth of the predecessor com- 
pany, before adjustments, if any, and the net 
worth of the Premier Corporation as deter- 
mined by you. 

You are permitted access to the books and 
other records of both companies and from 
them you ascertain the following facts: 

(1) Premier Tester Company, due to the 
depression and to possible mismanagement, 
was in financial difficulties early in 1931, at 
which time it owed the Foothold State Bank 
on a demand loan $150,000. A subsidiary of 
the bank, Foothold Securities Company, was 
called upon in an attempt to reorganize the 
finances of the business in such a way that 
sufficient working capital could be obtained 
to take care of current obligations. The com- 
pany had always paid substantial dividends 
and was deemed capable of earning in excess 
of $500,000 per annum under a responsible 
management. 


(2) On August 7, 1931, an agreement was 
drawn up containing, as its principal pro- 
visions, the following: 

(a) Parties to the agreement: Premier 
Tester Company, George Gimmel, and Foot- 
hold Securities Company, designated respec- 
tively as first, second, and third parties. 

(b) Second party to form a new corpora- 
tion immediately to be known as Premier 
Corporation, to be incorporated under the 
laws of the state of Delaware, and to have 
authorized issue of 75,000 shares of $3.00 
cumulative preferred no-par-value stock hav- 
ing a stated value of $37.50 per share, and 
25,000 shares of no-par-value common stock 
having a stated value of $1.00 per share; at 
stockholders’ meetings each share of pre- 
ferred stock to have voting rights equal to 
each share of common stock. 

(c) Third party agrees (1) to buy on or 
before August 31, 1931, all authorized pre- 
ferred stock of the new company, (2) to pay 
for same $40.00 per share in cash or in 
property, the latter at values as may be de- 
termined by the Board of Directors, and (3) 
to sell such stock to the public, as a new issue, 
at $50.00 per share or more. 

(d) First party agrees to sell (vendee not 
specified) its plant (i.e., fixed assets) for 
$1,000,000 in cash, and its remaining assets 
(excluding cash) and business, less liabilities, 
at August 31, 1931, for the 25,000 shares of 
no-par-value stock of the new company. 

The above agreement was at once approved 
by the stockholders of the Premier Tester 
Company, and the president, George Gimmel, 
was authorized to carry out the company’s 
obligations thereunder. 

(3) The balance sheet of the Premier 
Tester Company at August 31, 1931, immedi- 
ately before its assets were turned over to 


the new company, was presented to you as 
follows: 


Premier Tester CompANyY 
Batance SHEET—Avcvust 31, 1931 


Assets 
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Liabilities 

Foothold State Bank .............. $ 150,000.00 
Reserve for depreciation .......... 1,002,640.95 
Capital stock 5,000,000.00 

$6,105,552.86 

* Red. 


**Net sound value, per appraisal report of 
American Appraisal Company as at August 6, 
1931, $1,001,256,84. 


(4) Balance sheet and auditors’ certificate 
extracted from printed report to the stock- 
holders of the new corporation (date of in- 
corporation, August 15, 1931): 


Premier CorRPORATION 
BaraNnce SHEET—Avscvusr 31, 1931 


Assets 
Receivables (net) 89,269.59 
Inventories, at cost or less .......... 21,932.79 

Liabilities 

Surplus, available for dividends ...... 385,475.47 


“We have examined the books and accounts 
of the Premier Corporation and its predeces- 


Reserve for depreciation 


Sale of plant to Parlous Shearer, nominee for Foothold 
Securities Company, including assumption by him of cer- 
tain pressing obligations of our company which he imme- 
diately paid off in cash in full, and the assignment to him 
of an account guaranteed by Foothold Securities Company, 
the proceeds of which are to be turned over to our com- 


pany’s successor. 


sor, the Premier Tester Company, as at 
August 31, 1931, and the agreement dated 
August 7, 1931, between Premier Tester 
Company, George Gimmel, its president, and 
Foothold Securities Company. We hereby 
certify that in our opinion the above balance 
sheet is in conformity with the books and 
presents a true picture of the financial con- 
dition of Premier Corporation at August 31, 
1931, subject to the following: 
(a) Capital assets, $3,050,000, acquired 
from the predecessor company, have been 
recorded on the books at values given to 
them by the Board of Directors, which repre- 
sent substantial reductions in the value there- 
of reflected in the books of the predecessor 
company. Certain non-recurring charges and 
other financing, legal, and rehabilitation ex- 
penditures totalling $50,000 have been 
capitalized. 
(b) Customers’ accounts have been valued 
on the basis of 50 per cent of the receivables 
from customers appearing on the books of the 
predecessor company, which we believe to be 
conservative. Inventories have been depreci- 
ated something more than 40 per cent, owing 
to the desire of the president, Mr. George 
Gimmell, to meet declining price levels. 
Sweet anp SHort 

Accountants and Auditors” 


(5) On the books of the Premier Tester 
Company you find six journal entries recorded 
after the balance sheet had been prepared. 
The explanations attached to these entries, 
except as noted elsewhere, you find are sub- 
stantially in accord with the facts. 


$5,899,135.96 
10,000.00 


‘ier 
ier 
pe 
.00 
ek 
at - 
or 
‘or 
of 
el, 
(1) 
er 
- 1,002,640.95 
150,000.00 
as 
Deficit (interest paid but not accrued) 1,000.00 
pe 
| 
: 


; The preferred stockholders who have em- 
ployed you belong to the second group shown 
immediately above. 
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(2) 
Estimated loss from bad debts, our company never having 
had a reserve therefor and many accounts now believed 
uncollectible; authorized by Board of Director August 31, 
1931. 
(3) 
: Estimated decline of 53.9838% in value of inventory per 
‘ instructions of Mr. George Gimmel, our president. 
(4) 
Capital stock—Premier Corporation $2,500,000.00 
Profit from sale of accounts receivable and inventories, 
less creditors, in exchange for common capital stock of 
Premier Corporation. 
(5) 
Liquidating cash dividend paid prorata to our stockholders 
4 per authorization of Board of Directors August 31, 19381. 
(6) 
a Capital stock—Premier Corporation ............... 2,500,000.00 
Distribution to our stockholders, some of whom refuse to 
{ surrender their certificates of stock of our company, con- 
; sisting of 25,000 shares of no-par-common stock of Premier 
Corporation. 
(6) On the books of the new company you 
find the following opening entries: 
(1) 
Purchase from Parlous Shearer of plant, title transferred 
today, for all of preferred stock authorized; and creation 
of surplus available for dividends (under Delaware law, 
per opinion of Mr. F. A. Straight, of counsel), per reso- 
lution of Board of Directors and of stockholders, both 
dated August 31, 1931, stock issued as follows (by di- 
rection letter from Foothold Securities Company) : 
Certificate 
numbers Stockholder Shares Consideration 
1 Foothold Securities Company ................ 50,000 Plant 
; 2-58 Individual (new) stockholders ............... 25,000 


$1,250,000.00 cash (paid to Foothold 
Securities Company) 
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(2) 
Receipt of above assets and liabilities in exchange for 
issue of all no-par stock of 25,000 shares having stated 
value of $1.00 per share, and realization of earned dis- 
0.41 count on purchase of $197,975.47 from which dividends are 
payable in accordance with above opinion of counsel. 
(8) 
Receivables—Loan to G. Gimmel, President ................-. 15,000.00 
Plant, for disbursements’ to— 
9.59 Foothold Securities Company 37,500.00 
Cash disbursements on August 31, 1981; charges to plant 
authorized by Board of Directors for personal services in 
purchasing the plant et its scrap value. 
Cash in bank and the amount owing to Notes Receivable Dis- 
creditors on the certified balance sheet of the counted ......... : XXXXx 
5.17 new company you determine to be correct. Cash is debited with the amount received. 
The appraisal of the plant you find has been [nterest cost is debited with the excess of 
carefully done and the value shown therein iho face of the note over the amount of 
corresponds closely to the book value after cash. received or Interest Earned is cred- 
adjustment for proper allowances for de- ‘ted with th thie: 
on preciation and obsolescence which have not W? 
00 been made for the last ten years. The plant OV&F the face of the note ast a 
. is old and in a state of poor repair. A 50 be. Optional treatment of interest is to 
per cent reserve for bad debts on accounts debit Interest Cost with the discount 
with customers ($74,269.59) you conclude is charged and also to credit Interest Earned 
correct. However, the valuation of the in- with the interest specified in the note and 
ventories is in excess of the saleable merchan- payable at maturity by the maker. Notes 
dise on hand and from information made Receivable Discounted is credited with the 
face. This credit to Notes Receivable Dis- 
estimate that the correct amount, besediom: _cunted ignores the contingency of liability 
market values which are less than cost, should 
00 : : for interest and protest fees, but it is not 
pe have been $5,245.80. You are to provide a a it ‘bl 
goodwill account, if necessary, for any excess customary to a — 
of stated values over tangible assets ac- Charges in setting up the contingent lia- 
quired. E. L. bility. 
2. When Note Receivable, which has been 
Notes RecetvaBLe DiscountTEep discounted, reaches maturity (or 24 hours 
The following journal entries are sug- later). 
gested as desirable in recording the contin- Notes Receivable Discounted. xxx 
gent liability on notes receivable discounted Notes Receivable ....... . Xxx 
and subsequent developments at maturity. The amount of the debit and credit is 
ld 1. When note receivable is discounted. 


Interest Cost 
Interest Earned ..... 


the face of the note. This entry is to be 
made from information shown in the note 
register or file. Whether or not the note is 
to be honored or dishonored is immaterial 


do's 
hes 
at 
XXXxX 
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as the contingent liability will disappear. 
There is an advantage of uniformity in the 
procedure, and there appears to be no off- 
setting disadvantage. The entry is made 
by the note clerk and never varies. 

3.When Notice of Protest is received in 
case note is dishonored. 

Notes Receivable Dishonored .xxxx 

or 
Personal Account 
or 
Notes Receivable Protested 
or 
Liability Account 
(Possibly a bank) 

The amount of debit and credit includes 
the face of the note, interest if note is in- 
terest bearing, and the protest fees. The 
entry is made by the voucher clerk and 
never varies in substance. 

4.When no Notice of Protest is received. 

No entry necessary as entry No. 2 has 
removed the contingent liability. 

H. H. Wave 


ADJUSTMENTs FOR Goons PROCEss 

Students of accounting sometimes fail to 
understand the “Goods in Process” adjust- 
ment necessary to convert the “Manufac- 
turing Cost for 1980” into the “Cost of 
Goods Completed in 1930.” The student 
merely accepts the adjustment, memorizing 
and using it thereafter without question. 
The following diagrammatic-algebraic type 
of explanation has a concrete appeal and 
will perhaps prove a welcome supplement 
to other methods. 

Assume a factory manufacturing loco- 
motives. For simplicity, only three locomo- 
tives are under construction during the 
year 1930. 


1 
A 1929 BI 930 re 1931 


F G H 


Locomotive No. 1 is started in 1929 and 
finished in 1930. 
Locomotive No. 2 is started in 1980 and 
finished in 1930, 


Locomotive No. 3 is started in 1980 and 
finished in 1981. 
AB = expenditures of labor, material, and over- 
head on Locomotive No. 1 in 1929. 
BC = expenditures of labor, material, and over- 
head on Locomotive No. 1 in 1930. 
Therefore, 
AC = expenditures of labor, material, and over- 
head on Locomotive No. 1 to complete. 
DE = expenditures of labor, material, and over- 
head on Locomotive No. 2 to complete. 
FG=expenditures of labor, material, and over- 
head on Locomotive No. 3 in 1930. 
GH = expenditures of labor, material, and over- 
head on Locomotive No. 3 in 1981. 
Therefore, 
FH = expenditure of labor, material, and over- 
head on Locomotive No. 3 to complete. 


The Cost of Manufacturing in 1930 (Di- 
rect Labor, Direct Material, and Overhead 
charged to Production in 1930), may 
therefore be expressed as: 


(1) BC4+ DE+ FG 


The Cost of Goods Completed in 1930 may 
be expressed as: 


(2) AC+ DE 


Having (1) to get (2), it is evident that 
to (1) must be added AB and from (1) 
must be subtracted FG. This is expressed 
as follows: 
(1) =BC+4+DE+ FG 
AB — FG 
(2) =AC+ DE 


As AB is the value of Goods in Process 
1/1/80 and FG is the Value of Goods in 
Process 12/81/80, we have a digrammatic 
explanation of the following well known 
formula: 


(BC + DE + FG) (AB) 
Cost of Manufacturing in 1930 + Goods in process 
1/1/30 — 

(FG) (AC + DE) 
Goods in Process 12/31/30 — Cost of Goods Com- 
pleted in 1930. 


(Locomotives started in 1929 and finished 
in 1981 can be illustrated, of course. The 
same proof is used with a few additional 
factors in the equations. ) 


H. H. Wave 


ant 


col 
= th 
or 
4 se 

fix 

; is 
a lo 
in 

4 
= n 
A 

a | D E 


may 


that 
(1) 


ssed 


The Accounting Exchange 318 


INCORPORATION OF PARTNERSHIP 


Solutions offered in most modern ac- 
counting textbooks for problems involving 
the sale of a partnership business to a cor- 
poration in which the partners are the sole 
or principal stockholders fall under three 
separate methods as outlined briefly in the 
first illustration following. The illustration 
is based upon the following data: A and B, 
partners, whose balance sheet is given be- 
low, share profits and losses equally. They 
incorporate the firm and issue stock of a 
par value of $75,000 in exchange for the 
net assets of the partnership. 


A anp B 


Batance SHEET 
June 30, 1931 


Assets 

100,000 

Liabilities and Net Worth 

30,000 

100,000 


The first method involves writing up 
goodwill to such an amount as will equate 
the partner’s net assets, including good- 
will, with the par value of the stock to be 
received from the corporation. Credits are 
made to the partner’s capital accounts in 
the profit-sharing ratio. The second meth- 
od charges the corporation with an amount 
equal to the par value of the stock to be 
received and credits an account called 
Profit on the Sale of Net Assets with the 
difference between the par value of the 
stock involved and the book value of the 
firm’s net assets. This so-called profit on 
the sale of net assets is then distributed be- 
tween the partners in the profit sharing 
ratio. The third method charges the cor- 
poration with the book value of the firm’s 
net assets. When the stock is received from 
the corporation its par value is ignored and 
it is brought onto the books at the value of 
the firm’s net assets. With this method no 
credits are made to the partner’s accounts. 


Proponents of the second method base 
their preference for it, rather than for the 
first method, upon the fact that it does not 
violate the generally accepted principle 
that goodwill should not be brought on the 
books except in case of purchase. Advo- 
cates of the third method maintain its su- 
periority over the other upon the fact 
that it does not bring the stock onto the 
firm’s books at a figure higher than cost. 

It will be noted that under the conditions 
given all three methods lead to identical 
results, namely the distribution of shares 
equally between the partners. It might be 
concluded that the only point at issue in 
deciding upon a procedure is one of 
theoretical nicety. Such a conclusion would 
be warranted if, as in the illustration given, 
the partner’s capital ratio and their profit 
sharing ratio were identical. Suppose, how- 
ever, that all of the conditions given in 
the preceding illustration remain the same 
except that A and B share profits in a ratio 
other than their capital ratio, say two- 
thirds to A and one-third to B. The entries 
on the firm’s books under each of the three 
methods are given in the second illustration 
which appears at the end of this article. 

No longer is the selection of a proper 
procedure a mere quibble over theoretical 
nicety. Equities of the partners are vitally 
involved. While the first and second meth- 
ods lead to identical results the third is 
different. Each of the first two methods 
give to A, stock of a par value of $40,000 
and to B, stock of a par value of $85,000, 
while method three results in an equal dis- 
tribution of the stock. If the first two 
methods are fair and just to both partners 
then the third is not, and vice versa, 
and it is at least possible that not one of 
the three methods may be equitable. The 
first two methods assume a profit of 
$15,000. The third method assumes a prof- 
it of nothing. If there is a profit, if the 
business as a going concern is worth more 
than $60,000 but the value is some amount 
other than $75,000, each of the three 
methods involves the distribution of an er- 
roneous profit figure. In as much as the 
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profit sharing ratio differs from the capi- 
tal ratio the result is inevitably inequitable. 

When the profit sharing ratio is differ- 
ent from the capital ratio, either of the 
first two methods will give equitable results 
if and only if the value of the net assets 
of the partnership, including goodwill, if 
any, exactly equals the par value of the 
stock issued to the partners, or, differently 
stated, if the stock of the corporation is 
worth exactly its par value. The third 
method will give equitable results if and 
only if the exchange value of the firm’s net 
assets exactly equals their book value, or, 
differently stated, if the stock issued to 
the partners is worth the exact amount 
of the book value of the firm’s net assets. 
The third method cannot be modified to 
give equitable results under any other con- 
ditions. The first and second methods may 
be modified to do so. 

Should the partners place a value of, 
say $66,000 on their business as a going 
concern, or upon the stock which they re- 
ceive from the corporation, the first method 
might be modified by writing up goodwill 
to the amount of $6,000 instead of 
$15,000. A’s and B’s capital accounts 
would then be increased by $4,000 and 
$2,000 respectively. The stock of the cor- 
poration would be carried on the firm’s 
books at $66,000 instead of at its par of 
$75,000. The shares would be divided thir- 
ty-four sixty-sixths to A and thirty-two 
sixty-sixths to B or $38,636.36 par value 
to A and $36,363.64 to B which would, of 
course, necessitate a cash settlement be- 
tween them for the odd share. Under the 
same conditions the second method might 
be modified by charging the corporation 
$66,000 for the net assets and writing up 
a profit of $6,000, distributing the profit 
to the partner’s account in the profit shar- 
ing ratio, and distributing the stock in the 
new capital ratio of thirty-four to thirty- 
two. Without these modifications methods 
one and two would result in a distribution 
of stock favorable to A and unfavorable to 
B 


It would seem that in all problems of 


The Accounting Review 


this sort the accountant cannot safely pro- 
ceed on the assumption that the stock is- 
sued to the partners is worth its par value, 
nor upon the assumption that it is worth 
the book value of the firm’s net assets. He 
must be supplied with definite information 
as to the value which the partners place 
upon their business or upon the stock which 
they receive in exchange for it, and the 
partners should agree upon the value with 
a full realization of the effect that the 
valuation will have upon their respective 
equities. The third method of closing the 
books should be ruled out because it is not 
generally applicable and because it has not 
the flexibility to assure justice in all cases. 
The second method, with such modifica- 
tions as may be necessary in a given case, 
should be adopted, it being free from the 
objectionable feature found in method one 
of recording unpurchased goodwill. 


Finst 
Method I 
7,500 
To equate net assets with 
par value of stock to be re- 
ceived. 
(b) The Vendee Corporation ..$ 75,000 
Sundry Liabilities ........ 40,000 
Sundry Assets .......... $100,000 
15,000 
To record transfer of net 
assets to the vendee cor- 
poration. 
(c) Stock of Vendee Corpora- 
The Vendee Corporation. . 
To record receipt of stock 
of $75,000 par value from 
the vendee corporation. 
$ 37,500 
Stock of Vendee Corpora- 
To record distribution of 
stock, $37,500 par value to 
each partner. 


$ 75,000 


$ 75,000 


Method II 
(a) The Vendee Corporation ..$ 75,000 
Sundry Liabilities ........ 40,000 


Sundry Assets .......... 


$100,000 


(b) 


(¢) 


(a 


i | 

i 

= ( 

a 

f 


100 
100 
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Profit on Sale of Net As- 
SOUS 
To record sale of net as- 
sets to vendee corporation. 
(b) Profit on Sale of Net As- 
$ 15,000 
To record distribution of 
profit on sale of net as- 
sets. 
(c) Stock of Vendee Corpora- 
The Vendee Corporation. . 
To record receipt of stock 
of $75,000 par value from 
the vendee corporation. 


(d) A, Capital ............... $ 37,500 
Stock of Vendee Corpora- 


To record distribution of 
stock, $37,500 par value to 
each partner. 


Method III 
(a) The Vendee Corporation. ..$ 60,000 
Sundry Liabilities ......... 
Sundry Assets .......... 
To record sale of net as- 
sets to the vendee corpora- 
tion, 
(b) Stock of Vendee Corpora- 
The Vendee Corporation. . 
To record receipt of stock 
of $75,000 par value from 
the vendee corporation. 
By Capital 
Stock of Vendee Corpora- 
tion 
To record distribution of 
stock, $37,500 par value to 
each partner. 


Seconp ILLUSTRATION 
Method I 
(a) Goodwill 
To equate net asset with 
par value of stock to be re- 


ceived. 
(b) The Vendee Corporation ..$ 75,000 
Sundry Liabilities ........ 40,000 
Sundry Assets .......... 


To record transfer of net 
assets to the vendee cor- 
poration. 


15,000 


$ 7,500 


7,500 


$ 75,000 


$ 75,000 


$100,000 


$ 60,000 


$ 60,000 


$ 10,000 
5,000 


(c) Stock of Vendee Corpora- 
The Vendee Corporation. . 
To record receipt of stock 
of $75,000 par value from 
the vendee corporation. 


B, Capital 385,000 
Stock of Vendee Corpora- 
THOM: 


To record distribution of 
stock $40,000 par value to A 
and $35,000 par value to B. 


Method II 
(a) The Vendee Corporation ..$ 75,000 
Sundry Liabilities ......... 
Sundry Assets .......... 
Profit on Sale of Net As- 
sets 
To record sale of net as- 
sets to the vendee corpora- 
tion. 
Profit on Sale of Net As- 


(b 


~ 


By 

To record distribution of 

profit on sale of net assets. 

(c) Stock of Vendee Corpora- 

The Vendee Corporation. . 

To record receipt of stock 

of $75,000 par value from 

the vendee corporation. 

Stock of Vendee Corpora- 
tion 
To record distribution of 
stock $40,000 par value to A 
and $85,000 par value to B. 


Method III 
(a) The Vendee Corporation ..$ 60,000 
Sundry Liabilities ........ 40,000 
Sundry Assets .......... 
To record transfer of net 

assets to the vendee cor- 

poration. 

(b) Stock of Vendee Corpora- 

The Vendee Corporation. . 
To record receipt of stock 

of $75,000 par value from 

the vendee corporation. 

B, Capital 
Stock of Vendee Corpora- 

tion 

To record distribution of 

stock, $87,500 par value to 

each partner. 


(d 


815 


$ 75,000 


$ 75,000 


$100,000 


15,000 


$ 10,000 
5,000 


$ 75,000 


$ 75,000 


$100,000 


$ 60,000 


$ 60,000 


R. B. Cowrn 
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How To Stupy AccounTING 


The student who understands the pur- 
pose of a course and who sees how the 
course will meet his needs has gone far in 
preparing himself for the study of that 
course. It is pertinent, therefore, to ask 
what benefits may be expected from a study 
of accounting which will justify the neces- 
sary expenditure of time. If it be true that 
the purpose of education is to fit one for 
living, how does the study of accounting 
aid in the realization of this aim? 

Whether we wish it or not, most of us 
are compelled to spend a large portion of 
our available time in providing for the 
necessities of life. The vocational value of 
bookkeeping and accounting is accepted 
without question as it is recognized every- 
where that efficiency in the use of such 
knowledge is of direct value to employers. 
Accounting, however, does more than equip 
one to hold a mere routine job. Simple re- 
cord making often leads to more important 
positions for those who can see beyond the 
boundaries of their first job and who can 
make use of their experience and oppor- 
tunities. Accounting provides the back- 
ground for advancement as it enables one 
to see how his work fits into the work of 
other departments. 

It is not necessary to be a bookkeeper or 
a public accountant in order to make use 
of training in accountancy. The subject 
furnishes one method of learning about the 
industrial organization of present society. 
It covers many of the topics in the field of 
economics but with a different approach 
from that of the economist and in this way 
supplements the course in economics. It 
gives a working knowledge of negotiable in- 
struments and many other forms and docu- 
ments in wide use. It teaches general busi- 
ness practice. Modern business is largely 
controlled by means of records and re- 
ports and their interpretation. Manage- 
ment today must be able to read intelli- 
gently financial facts expressed in figures. 
In the words of B. C. Forbes, editor of 
Forbes Magazine: “A thorough ground- 
ing in accountancy forms an _ extra- 


ordinarily useful equipment for the attain- 
ment of high place in industry and general 
business.” 

It is claimed of many subjects that they 
develop the student’s mental power—teach 
him correct habits of thought. Account- 
ing properly taught and learned can make 
an equal claim for it affords an excellent 
training in reasoning since the student is 
compelled to analyze all transactions. 
Loose thinking will not do in accounting 
for generally a definite written solution for 
specific problems is required. This written 
work compels not only thoroughness but 
orderliness, neatness, and accuracy. 

Accounting is a logical subject. The 
principles of accounting have developed 
from many years of struggle in finding the 
commonsense ways of getting significant 
financial facts about business. Because ac- 
counting methods are commonsense meth- 
ods, there is or should be a reason for every 
step taken. Therefore you should look for 
that reason and you will learn by construc- 
tive thinking. There is a tendency for the 
beginner to memorize rules without a 
proper understanding of their meaning. Do 
not substitute artificial rules for analysis 
even though more effort be required at the 
start to learn to handle analytic methods. 
Every entry must show up later so look 
ahead and visualize how the transaction will 
affect the business. Constantly keep in mind 
the aims of management while studying the 
mechanics of bookkeeping. The actual re- 
cording of transactions is only a means to 
an end and if you are aware of that end 
your work will be done with intelligence. 

Own a copy of the textbook. The cost 
will be small compared to the total cost 
of the course as your time is valuable; and 
you will waste time in most cases if you 
share the text with others or for any other 
reason do not have it near you both in the 
classroom and outside. Moreover, as time 
is spent on the book, the book should in- 
crease in value because of the underlined 
passages, marginal notes and comments 
which you make and which illustrate the 
text for you alone. Thus the text will be 
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worth much more to you at the end of 
the course than when new. It is much easier 
to review a properly marked book, and as 
it is not known when you may need to refer 
to it, the book should not be sold. 

Begin the book by reading the preface 
and by going over the table of contents in 
order to get a “bird’s-eye” view of the sub- 
ject matter of the course. In reading the 
text understand each sentence before going 
on to the next. Ask questions of yourself 
and continually hunt for the “Why” of 
what you read. As you read various por- 
tions, underline important parts as this 
will help you to keep on the alert, and the 
underscored parts will prove quite helpful 
for later reference. All accounting texts 
devote much space to illustrations as these 
are the most effective means of describing 
various procedures. These should be re- 
ferred to constantly. 

Apply the principles studied to the solu- 
tion of problems. “That man is learned 
that reduceth his learning to practice.” 
Questiuns, laboratory work, short and long 
exercises, all perform a very important 
function in an accounting course. The stu- 
dent may think that he understands per- 
fectly what he has read in the text but he 
will generally realize otherwise when he 
starts to work out a problem. On the other 
hand, a principle actually used in a num- 
ber of situations will not be so easily for- 
gotten. Having knowledge of the principles 
will not prove sufficient, for you must know 
how to use the principles in getting definite 
results from certain given facts. Skill in 
this comes only from working many exer- 
cises. 

Acquire a method of attacking problem 
work. Accounting problems vary greatly 
in length. Some are stated in a single brief 
paragraph while others involving volumin- 
ous data cover many pages. Particularly 
in the latter case is it often difficult to 
grasp all the points involved in a correct 
solution. You must learn to dig out the 
essential facts and arrange them in such 
fashion that you will have them at your 
command. The first step is the ascertain- 
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ment of exactly what is required. Before 
reading through a long problem look for 
the question presented. Knowing what is 
wanted, your reading will be toward a goal 
and this will give meaning to all parts of 
the problem. You will recognize the sig- 
nificant facts and will see what bearing 
they have upon the solution. Underscore 
and make notations as you read in order 
that you may readily refer to the impor- 
tant parts for further analysis. These im- 
portant parts may be widely scattered and 
appear in no particular order. In fact, 
many problems are prepared in such a way 
that the reader is compelled to search out 
and bring together related facts. 

Some facts given, however, may be im- 
material. The student must train himself 
to separate the “wheat from the chaff” 
and he can begin this process in his first 
reading of the problem if he knows what 
is called for. Before discarding entirely 
certain information which appears to be 
irrelevant, it is well to examine into all 
possibilities of using it for the data may 
be furnished for a good and sufficient rea- 
son. 

The first reading of the problem should 
give you a general idea of the entire case. 
It should then be read and re-read until 
quite thoroughly understood and until you 
decide definitely what you are going to do 
with it. The next step is to arrange or 
bring together all facts into usable form. 
Many problems involve so many items and 
figures that it is necessary to make use of 
various devices in assembling the material. 
These devices, for example, may be skeleton 
“T” accounts for the recording of sum- 
marized transactions or the widely used 
columnar working sheet. In one form or 
another working papers are generally of 
the utmost importance to accountants as 
a means of gathering all data for the prep- 
aration of reports and you should strive 
for proficiency in their use. 

The above suggestions should be ap- 
plicable not only to ordinary assignments 
but also to accounting examinations. 

Harry L. Kunze 
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BOOK REVIEWS 


Budgetary Control in Manufacturing Industry. 
(National Industrial Conference Board, Inc., 247 
Park Avenue, New York City, 1931. Pp. 180.) 


This is a type of literature of which we ought to 
have more, representing as it does some actual 
experience. In reading a good deal of the literature 
on budgets, one is unable to discover whether it is 
talking about something which actually exists and 
is part of somebody’s experience, or whether the 
expressions are merely the pious hopes and good 
wishes of the writer. Not only does this book con- 
tain some actual experience, but that experience 
is drawn from a wide area, being based upon 
studies of 294 companies in 76 different industrial 
fields. Although many of us had the impression that 
the budget was rendering good service in business, 
and knew numbers of very successful applications 
of it, yet this is probably the largest summary 
record of solid accomplishment which has yet ap- 
peared. 

After a brief introductory statement about the 
development of the budget in various governmental 
fields, its application to industry is immediately 
taken up. A table (page 18) shows what different 
kinds of budgets are used by 162 companies. We 
are immediately confronted with the fact that 
many of these companies have budgeted certain of 
their activities without covering others; in this list 
nine different functions or departments are men- 
tioned, and only 37 of the 162 companies budget 
for all these functions. As would be expected, the 
sales budget comes out first in the number of 
companies using it, followed by the production 
budget and various expense budgets. One rather 
surprising thing is that only 66 companies prepare 
a cash budget, as compared with 141 companies 
preparing a sales budget. It is more than likely 
that this discrepancy is not as great as it first ap- 
pears; probably fragments of a cash budget are in- 
corporated in sales or production or expense 
budgets. 

The book aims to be fair and impartial, and 
although the writers evidently and reasonably be- 
lieve that judicious budgeting may be of great serv- 
ice to any business, yet there is an agreeable ab- 
sence of excessive missionary enthusiasm. Typical 
statements of opinions and conditions are offered 
from companies having no budgets, or opposed to 
budgeting. Another striking evidence of this fair- 
ness and balance occurs in Appendix II, entitled 
Budgets as an Aid in Obtaining Bank Credit. 
Something like a dozen banking opinions are there 
cited, and, practically unanimously they state that 
although in general they look with favor upon 
budgeting by a business, yet they do not regard it 
as an essential qualification for bank credit. Prob- 
ably their basic notion is that good management 
and a good financial condition are the first es- 


sentials for bank credit and that budgeting would 
be one piece of evidence, but not the only evidence, 
of good management. These qualifications are men- 
tioned here as examples of the fair treatment which 
is accorded to the subject; but the greater part of 
the book naturally is occupied with exposition of 
the general results, of the typical organization and 
procedure for setting up budgets, and with dis- 
cussion of the different types of budget listed. The 
numerous citations from actual experience espe- 
cially in Appendix I, give the whole book a re 
freshing air of reality. 

Another matter of outstanding interest is re. 
flected in the table (page 38) showing what execu- 
tives are in charge of budgets; of 93 companies 
listed, 58 handle their budgets through the treasur- 
er or comptroller, and 7 through the president 
himself. It is evident that the days are ended when 
it was thought proper to put the budget wholly in 
the hands of clerical workers. It is now realized 
that the budget is either an instrument of man- 
agement or nothing at all; therefore it must be 
placed in the hands of managers, or nothing will 
come of it. T. H. Sawpers 


Credit and Its Uses, William A. Prendergast and 
William H. Steiner. (New York: D. Appleton 
and Company. 1931. Pp. xvi, 648. $4.00.) 


This volume is based to a certain extent on the 
book under the same title written earlier by Wil- 
liam A. Prendergast. The work, however, is larger 
and more complete, and covers a greater field of 
interest. It is arranged in such a way that it would 
be valuable for textbook use, a reference for the 
business man interested in credit, or the reader of 
business literature. It indicates how to obtain 
credit information, and how to use it when it has 
been obtained. Both bank and mercantile credits 
have been kept in mind throughout the work. 

Chapters I-III are introductory in nature, dis- 
cussing the nature of credit, the credit system, and 
credit instruments. They give a very clear and com- 
plete statement which makes an understanding of 
the remaining chapters much easier to obiain. 

Chapter IV presents the credit problem, indi- 
cating the risks, the points of view of the bank and 
the mercantile house, and the requirements of a 
credit man. 

In chapters V and VI are found complete dis- 
cussions of the bank and mercantile credit de- 
partments. These two chapters show very clearly 
the development, procedure, and results of work 
in both departments. The difference in these two 
departments is clearly shown by a reading of the 
two chapters. 

Chapters VII-XIV discuss various sources of 
credit information. A chapter is devoted to each 
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of the following sources: the mercantile agency, the 
trade, credit interchange bureaus, and salesmen and 
attorneys. One chapter is devoted to banks and 
miscellaneous sources of credit information such 
as the commercial paper dealer, corporation serv- 
ices, business and financial publications, and trade 
associations. Three chapters are taken for the dis- 
cussion of the interview and the financial state- 
ment. The use of the financial statement, its con- 
struction, and analysis are discussed. The chapter 
on statement analysis takes up several important 
points to be looked for in such a procedure. Per- 
haps in such a book a more detailed discussion of 
statement analysis would give undue relative im- 
portance to the matter, but the subject itself is 
easily capable of taking more space. 

Chapters XV and XVI consider credit limits 
and special sources of credit. Such sources as the 
commercial paper dealer, the finance company, the 
assignment of accounts receivable to banks, and 
the factor are mentioned and briefly discussed. 

The next two chapters, XVII and XVIII, in- 
dicate the relation of the Federal Reserve System 
and insurance to credit. 

Retail credits, installment credits, and foreign 
credits are taken up in chapters XIX-XXI. These 
chapters indicate rather completely the problems 
and procedures involving such credit, with sources 
of information and use of data discussed. 

Chapters XXII-XXVI deal with collections. The 
general collection problem is discussed, and then 
followed by a chapter on collection methods and 
special collection problems. The legal aids of the 
creditor are pointed out with statements as to how 
these aids may be used. Another chapter indicates 
how the insolvent debtor should be treated, in- 
cluding a short receivership discussion. The final 
chapter in this section discusses the procedure in 
bankruptcy. 

The last chapter in the beok considers adjust- 
ment bureaus, business service, and the prevention 
of fraud. The attempt to care for deserving but 
embarrassed debtors outside of legal procedure, 
and to counsel and advise the customer is lauded 
and explained. The activity of the National Credit 
Association in preventing fraud is indicated, and 
fraud itself is classified. 

The book covers a large territory, and to. criti- 
cize it on the basis of the brief treatment of some 
subjects is probably unfair. Books have been writ- 
ten on subjects that are treated in a few chapters 
in this work. To survey an entire field which has a 
relationship with so many other subjects, ts do it 
well, interestingly, and thoroughly is a considerable 
task. This, no doubt, has been done in this volume. 
Each chapter is followed by a considerable list of 
selected references for the reader who wishes to go 
more deeply into any phase of the work. 

On the whole, the work is to be commended for 
its organization, clearness, and interest. 

Rosert P, Hackett 
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Stock Speculation and Business. George L. Hoxie. 
(Boston: The Stratford Company. 1930. Pp. ii, 
67. $1.00.) 


The purpose of Mr. Hoxie’s book is to outline 
the simple, fundamental elements underlying all 
commerce via a study of the relationship that exists 
between Wall Street and industry. Although the 
author, throughout his text, is free in the expres- 
sion of opinions, to all of which but few readers 
may agree, it is apparent that this method of pres- 
entation has been adopted to make the book pro- 
vocative of thought. As such, it should be of in- 
terest to all persons, irrespective of their view- 
points or the conclusions at which they may arrive. 

After pointing out the fundamental importance 
of the exchanges of goods and services in our finan- 
cial system, Mr. Hoxie proceeds to raise questions 
as to the effect stock speculation has on the func- 
tions that make up commerce and the extent to 
which control over stock speculation should be 
instituted. In connection with this he defines specu- 
lation and draws a line between business specula- 
tion and stock speculation in an attempt to analyze 
its fundamental causes. Following a discussion on 
the relative qualifications of common horse sense 
as against detailed analytical study to render an 
opinion, Mr. Hoxie presents the conclusion “a little 
rawhide thinking” prompts us to make as to the 
effect a speculative movement in Wall Street has 
on Main Street’s affairs. 

Following the raising of the question as to 
whether it is speculation itself or something ac- 
companying it that is harmful to general business, 
the parts played by gold and the credit structure 
are analyzed through a simple analogy in which 
all industry is separated from all stock trading with 
each having a self-contained money system. 

Returning to the actualities of commerce, con- 
sideration is given to the financial machinery as 
facilitating the exchanges of goods, and to under- 
lying factors making for limitation of credit ex- 
tension. This leads up to an analysis of how the real 
stock trading situation under a single money system 
compares with that of the previous illustration 
wherein industrial transactions were separated 
from stock trading transactions. In conclusion, Mr. 
Hoxie presents some interesting thoughts and 
speculations on two questions: “When is a stock 
market too high?” and “What is value?” 

The author’s treatment of the matter in plain 
language and his frequent use of simple analogies, 
greatly assist the reader to a better understanding 
of the complex relationships discussed. 

JosepH A. URL 


Hard Times. The Way In and the Way Out. Rich- 
ard T. Ely. (New York: The Macmillan Com- 
pany. 1981. Pp. x, 192. $1.75.) 


This book is quite clearly a result of a very 
deep realization of the human and economic wastes 
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in a period of depression. Its author, one of our 
elderly and most distinguished economists, presents 
in simple and popular style his convictions on the 
major causes of hard times and offers several sug- 
gestions to mitigate them in the future. The book 
is entirely without dogmatism or an air of finality 
since its stated purpose is to invite the readers to 
do some hard and protracted thinking. 

In a prologue somewhat allegorical in character 
the ways into hard times are designated. Gateway 
No. 1 is the gateway of great expectations. Other 
gateways are overexpansion, ill-balanced and dis- 
proportionate production, taxation, speculation in 
land, both urban and rural, overbuilding, and war. 

The major procedure which the author suggests 
for mitigating hard times in the future is described 
in terms of the organization of a peace-time army 
which shall be devoted to the betterment of the 
common wealth. The betterment of the common 
wealth may be accomplished in such directions as 
roadside development, the improvement of the land 
on both sides of railway tracks, and in other ways 
which would add to the welfare of our people. The 
author feels that there are no assignable limits to 
improvements of this general character and that 
this type of activity could be utilized not only to 
relieve unemployment in depression but also to 
relieve technological unemployment continuously. 

The peace-time army should have a permanent 
organization and should be capable of immediate 
expansion in a time of emergency. Its general staff 
should consist of the most able men and women the 
country affords. The financing of its activities 
should be done primarily by loans backed by the 
United States. The loans should in all probability 
be repaid by a well-devised sales tax covering rela- 
tively few commodities. Professor Ely’s develop- 
ment of the details of this plan is intentionally 
very meager but in general it gives added empha- 
sis to the conviction that is gaining ground 
throughout the country that we must obtain some 
sort of general economic planning if we are to 
reduce the instability of our economic activities. 

Among other matters which the author consid- 
ers is the integration and pooling in various in- 
dustries to accomplish a more economical situation. 
He emphasizes the tardiness of our laws with ref- 
erence to combinations in industries. He also has a 
very brief comment to make on the matter of stock 
speculation, regarding this as a phenomenon rather 
than an underlying cause of hard times. Neverthe- 
less, he implies that to a considerable extent specu- 
lation is gambling in its nature and, therefore, so- 
cially injurious. Ethical training with reference to 
what is injurious and also to what is healthful in 
our economic life may, therefore, render some help. 

The book omits consideration of many things 
which might have been touched upon and touches 
only very briefly certain important problems, but 
it is designed not as a comprehensive treatment 
but rather as an urge to better understanding and 
wiser action. J. L. Sumer 
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Fundamentals of Accounting. J. F. Sherwood. (Cin- 
cinnati: South-Western Publishing Company, 
1930. Pp. 318.) 


As stated in the introduction, the text subject 
is approached through a study of the accounting 
equation which is applied, first, to the accounting 
reports, the balance sheet and the profit and loss 
statement, and second, to the account which logi- 
cally leads to a development of the debit and 
credit theory. The book is written clearly and 
simply, and it impartially presents the best prac- 
tice and thought on the subject which it covers, 
The simplicity of presentation should make the 
book a valuable and popular text not only for the 
student but the bookkeeper who desires to better 
acquaint himself with the subject of accounting. 

Each chapter is devoted to a specific subject 
which is developed through discussion, questions, 
and problems. A summary at the close of each 
chapter serves as a review. As brought out by 
the author, the questions at the end of each chap- 
ter are designed to test the pupil’s knowledge of 
the principles while the problems provide a test 
of his ability to apply principles developed in the 
discussion. 

An outstanding feature of the text, worthy of 
note, is the fact that the specific subjects taken 
up in each chapter are developed more fully and 
with a more comprehensive study than is attempted 
in most texts of this grade. The author is to be 
commended on the characteristic departure from 
the ordinary text. Without a doubt, students using 
this book will be better grounded in the funda- 
mentals underlying the subject of accounting. 

Of special interest is the chapter on Expansion 
of Accounts which follows in logical order account 
function and construction. Included in this chapter 
is an excellent treatise on account classification. 
The author points out very forcibly why the nature 
of the business is a factor to be considered in de- 
termining upon a proper classification of accounts 
and that their proper grouping in the ledger will 
facilitate the preparation of the report desired 
by the management. 

Chapter 7 very adequately presents the subject 
of Account Adjusting. All points are illustrated 
by cases which should help to impress upon the 
student the importance of the procedure. While 
no particular difficulties are involved in drafting 
correcting entries, it is important that the student 
realize the fact that there should be a uniformity 
in procedure and that all entries be made so as 
to conform to sound accounting practice. 

The chapters on Reserves, Closings and use 
of the Work Sheet present the subjects so well 
that the student will encounter little difficulty in 
readily understanding their purpose. 

Chapters 11 and 12 on Partnership and Corpora- 
tion Accounting deal with these subjects so ade- 
quately that the text should find a ready market 
as a reference book, 
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Chapter 18, on Consolidating Statements, takes 
up a difficult subject in a most creditable manner. 
Although not easily grasped by the average stu- 
dent, the clear and concise method of presentation 
makes it easily understood. 

The final chapter deals with Receivership Ac- 
counting. The subject is made clear by the ex- 
tended use of well-designed illustrations. 

Included in the text is an excellent Bibliogra- 

hy. 

. "The Accounting Project at the end of the book 
provides the student with a distinct problem which 
allows for a review of the principles studied 
throughout the text. 

The reviewer congratulates the author on the 
thoroughness of the work. It embraces a compre- 
hensive treatment of the subject of accounting. It 
is well balanced, direct and readable. The book 
should be useful to students in class and to those 
who are studying by themselves. It is a highly 
practical, timely, and valuable text. 

H. HEenser 


Monthly Standards of Performance for Depart- 
ment Stores: 1928-1929. Edgar H. Gault. (Ann 
Arbor: Bureau of Business Research, Univer- 
sity of Michigan. 1930. Pp. vi, 111. $1.) 


Yearly Standards of Performance for Department 
Stores: 1928-1929. Edgar H. Gault. (Ann Ar- 
bor: Bureau of Business Research, University 
of Michigan. 1930. Pp. ii, 81, $1.) 


Department stores often have been referred to 
as pioneers in the use of specific business data, 
rather than unsupported guesses, in the planning 
of sales operations. The Michigan bulletins listed 
above contribute definite evidence of the progres- 
sive attitude of department stores in this respect. 
The bulletins are the result of codperation on the 
part of a group of stores with an academic institu- 
tion for the purposes of improving the stores’ op- 
erations and of furnishing original information for 
academic instruction. 

The data as supplied have been treated by 
statistical processes in such a way as to yield 
monthly and yearly “standards” for such important 
factors as percentages of departmental sales in- 
creases or decreases compared with the preceding 
year, of original mark-up, of mark-downs, of main- 
tained mark-ups, of cash discounts, of gross mar- 
gin, of total expense, and of net profit. Similarly, 
percentages of departmental direct advertising ex- 
pense, selling salaries, buying salaries, and stock 
shortage have been computed. Rates of depart- 
mental stock-turn also are included in the perform- 
ance figures. 

Other significant computations published in the 
bulletins deal with daily, weekly, and monthly sales 
variations, and with age of merchandise on hand 
at the closing inventory. 


The primary purpose of Bulletin 6 is “to pre- 
sent monthly and year-to-date standards of per- 
formance for various departments which will aid 
department store managers in directing the activi- 
ties of the departments in an individual store and 
will assist economists in studying the department 
store as a social institution” (page 29). 

So far as the first part of the announced pur- 
pose is concerned, it is readily understandable that 
individual stores tend to benefit substantially from 
the several types of information made available to 
them. Much of this information is tabulated 
monthly and returned to the stores in time to be 
useful for adjusting current operations as well as 
for making plans for future operations. Store man- 
agers are amply warned in the bulletins that the 
“standards” are in reality merely the typical re- 
sults attained by departments in stores operating 
somewhat more profitably than the average depart- 
ment store in the same size range. Sales in the 
group of codperating stores, the exact number of 
which is not stated but which is apparently about 
25, range from $500,000 to $3,300,000 during the 
years covered in the reports. These stores were 
located in cities of from 20,000 to 200,000 popula- 
tion in the northeastern states. 

As to the second portion of the announced pur- 
pose of the bulletins, it seems that several possible 
uses of the data were not mentioned. To whatever 
extent economists studying department stores as 
a social institution may call upon these data, it is 
the opinion of the reviewer that accountants, manu- 
facturers, and business forecasters also can find 
much of value in the information presented. 

For the accountant, especially the accountant 
in a manufacturing enterprise, there should be much 
meaning in the fact that this group of department 
stores confidentially reports net profits according 
to selling departments. This means that the stores 
have been thoroughly departmentized, both as to 
merchandise accounts and as to direct and indi- 
rect expense accounts. More reliance could be 
placed on the departmental net profit figures if 
the bases for allocation of indirect expenses had 
been explained in the bulletins. Nevertheless, most 
of the departmental figures are of major usefulness 
in determining sales and operating policies. This 
clearly raises the question whether sales operations 
and expenses in manufacturing companies should 
not also be departmentized to a much greater ex- 
tent than seems now to be customary. 

Manufacturers of the products carried by the 
thirty-five to fifty departments covered in these 
studies should be able to derive useful information 
from the sales, mark-up, gross margin, and stock- 
turn data revealed in the bulletins. Many manu- 
facturers do not have accurate information as to 
the practices of department stores which distribute 
the manufactured products. Lacking reliable in- 
formation regarding these practices, manufacturers 
are at a disadvantage in determining such policies 
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as those relating to discounts, frequency of pur- 
chase, and merchandise obsolescence. 

Finally, the business forecaster or any other 
student of the business cycle may find in the 
monthly trends of the various departments clues 
as to what shifts of consumption take place before, 
at the beginning of, and during, marked cyclical 
changes in business conditions. In general, too little 
attention has been paid to such shifts of consump- 
tion and to their effects on manufacturers’ pro- 
duction plans. Data of the type presented in these 
bulletins call for analysis. This point of view has 
not been recognized sufficiently in the preparation 
of the bulletins. For instance, after discussion of 
possible reasons for declining department profit- 
ability (Bulletin 10, page 22), it is stated merely 
that “competition and a decrease in consumer buy- 
ing power, although not specifically causing a de- 
cline within a department, make it difficult for the 
stores, as a whole, to show a gain.” This statement 
might well have been the starting point for further 
interpretation of the figures as perhaps being sensi- 
tive indicators of shifts in consumer buying during 
cyclical fluctuations. Thus, fur departments seem 
to be early affected, both in sales volume and in 
net profit percentage, by adverse business con- 
ditions. The years covered by the data, namely, 
1927, 1928, and 1929, offered an unusual oppor- 
tunity for beginning an analysis of consumer buy- 
ing changes as indexes of business conditions. Final 
conclusions, of course, would require records for a 
longer period of time. Cuartizs I. Grace 


Walton Federal Income Tax Course. (Chicago: 
Walton School of Commerce. 1931. $3.75.) 


The Federal Tax Course of the Walton Account- 
ing Series consists of twenty-four lectures devoted 
to the fundamental principles of the Federal In- 
come and Estate taxes. The lectures are preceded 
by a subject index and a reference index. The sub- 
ject index is comprehensive and furnishes a ready 
reference to the subjects discussed. The reference 
index is subdivided according to the lectures and 
cites the authority for statements made in the 
body of the lectures. This feature is to be com- 
mended, as it not only makes possible a nontech- 
nical discussion of the principles of taxation, but it 
also provides for changes in the section numbers 
in possible future acts. The Revenue Act of 1928 
and principal forms are printed in their entirety, 
and specimen returns and important forms are re- 
produced in this section. 

In the preface the sources of authority on all 
matters relating to Federal taxation are outlined 
and correlated. This section also contains a sum- 
mary of the development of the principle of taxa- 
tion “Ability to Pay,” which leads naturally to the 
history of Income Taxation in the United States. 

The authors of this splendid course are to be 
complimented for the sound foundation laid for 
the course in the one hundred and forty pages 
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which precede the first chapter. A student is given 
a background which is indispensable in a course g9 
technical and so complicated as a course in taxa- 
tion necessarily is. 

Eleven chapters are devoted to the returns of 
Individuals; three to Corporations; two to Admin- 
istrative Provisions; and one each to Exchange of 
Property, Partnerships, Estates and Trusts, Non- 
Residents and Foreign Businesses doing business 
in the United States, Withholding Tax at Source, 
Depletion of Natural Resources, and Federal 
Estate Tax. 

The lectures, while written in a scholarly and 
authoritative way, simplify and interpret the lan- 
guage of the Statute and Regulations so that the 
principles contained therein are intelligible to the 
layman. Each lecture is supplemented with prob- 
lems and a series of tax questions based on the 
material covered in the lecture. Solutions for the 
problems and answers to the tax questions for a 
given lecture are given in the succeeding lecture. 

The course is well developed from a pedagogical 
viewpoint and is a clear exposition of the essential 
principles of the Federal Income and Estate taxes. 

James V. Toner 


An Accounting System For An Industrial Bank. 
Joseph P. Christianson. (Thesis submitted in 
partial fulfillment of the requirements for the 
degree of master of commercial science at New 
York University.) 

The author has, I believe, accomplished his pur- 
pose of presenting a comprehensive summary of the 
basie accounting methods followed in an industrial 
bank. His paper is not subject to criticism of the 
technical aspects involved in industrial banking, 
since presumably the method discussed has been 
tried and found effective; no original ideas are in- 
troduced into the paper, nor is criticism offered 
of the current methods of accounting followed. The 
presentation, however, follows a logical sequence, 
repetition is avoided, and the style is thoroughly 
enjoyable inasmuch as everything said is “to the 
point.” 

The subject is introduced by a brief history 
of industrial banking. Prior to 1910 there was no 
financial institution in the United States designed 
to extend credit to the average man who could 
offer no security except honesty and earning power. 
Credit was supplied by loan sharks to persons 
whose pride did not permit them to make loans 
from philanthropic lending institutions. The latter 
limited their loans to those of remedial character. 
Thus, a person requiring money for constructive 
purposes could appeal to no legitimate place of 
business for funds. 

Arthur J. Morris recognized the need for loans 
to people who could offer no marketable security 
as collateral and who were worthy of credit. After 
considerable study he organized the first industrial 
bank in Norfolk, Virginia, in 1910. His bank was 
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an adaptation of similar institutions in Germany 
and Italy. Quoting the author, the basic principles 
upon which the first industrial bank, and those 
which were established later, were organized and 
operated are as follows: 


1. The lending institutions are organized on the 
basis of paid-in capital. Rates charged on loans are 
economical to the borrower and remunerative to 
capital. 

2. Credit is available to all persons of character 
and established earning power who can furnish 
marketable collateral for a loan, or who can obtain 
the signatures of two people of good character and 
earning power as co-makers on a note. 

8. Money is advanced only for constructive 
or remedial purposes. 

4, Borrowers are required to accumulate during 
the life of the loan (one year or less) sufficient 
money to liquidate the note at its maturity date. 

5. After the note is liquidated, the former bor- 
rower is encouraged to subscribe to installment in- 
vestment certificates and thus to accumulate a sur- 
plus by continuing the regular payments to which 
he has become accustomed. 


Industrial banking was successful immediately 
upon its introduction in this country, and developed 
an annual business of $350,000,000 in 1930, as com- 
pared to $45,000 in 1910. The organization of in- 
dustrial banks in many states has been inhibited 
because of the absence of legislation which would 
place them on a more legal basis. At present, 
twenty-two states have specific legislation permit- 
ting the operation of industrial banks, nine states 
permit their operation under general banking laws, 
and in seventeen states their legal status is un- 
certain. 

The law regarding industrial banking, whether 
it be general or specific, must permit (1) the de- 
duction of interest in advance at the highest legal 
rate, (2) the collection of service charges to defray 
the expense of investigating the character and 
financial responsibility of the maker and his sure- 
ties, (3) the collection of instalments on hypothe- 
cated investment certificates to which the borrower 
must subscribe as a condition precedent to the 
loan, (4) the exaction of a collection charge on any 
arrears in the payment of an instalment on an 
hypothecated investment certificate, (5) the sale 
to the general public of instalment and full-paid 
investment certificates. 

Briefly the operation of an industrial bank is as 
follows: The person desiring to negotiate a loan 
must prove that the money is to be used for con- 
structive or remedial purposes, that the loan ap- 
plied for is not in excess of that required for this 
purpose, and that his income justifies the extension 
of credit; he must also furnish satisfactory col- 
lateral for the loan, or responsible co-makers. Two 
co-makers are generally required; the bank pro- 
vides insurance protection for these persons, the 
cost of which is paid by the borrower. An investiga- 
tion is made verifying statements made by the 
borrower and co-makers, whereupon the facts are 


considered by the discount committee whose ap- 
proval is required on all co-maker loans exceeding 
$250. 

If the decision of the discount committee is fav- 
orable the loan teller prepares a subscription to an 
instalment certificate in an amount corresponding 
to the amount of the note. An assignment of the 
certificate must be executed by the borrower. A 
coupon book bearing the date and amount of the 
periodical payments is then given the borrower, 
which is to be presented at the time of each pay- 
ment. A ledger card showing the details of the 
loan is kept in a Kardex cabinet; the unpaid bal- 
ance is here shown. 

The transaction may be summarized by the fol- 
lowing journal entry: 


Co-maker notes receivable ....... $300.00 
Discounts:onm 18.00 
Investigation fees 5.50 
Accounts payable—Insurance Co. ....... 10.00 


All transactions for the day involving the re- 
ceipt of cash are summarized by the receiving 
teller: 


Desits 
Cash deposited 1,253.20 
$2,075.80 

CrepiTs 
Delinquency charges $ 50.80 
Hypothecated installments .............. 425.00 
Usbypothecated payments 200.00 
Full-paid certificates 1,000.00 
Opening balance of cash ..........+.+++- 400.00 
$2,075.80 


(1) Investment certificates are redeemable at 
par and accrued interest at five per cent upon 30 
days notice. 

(2) If the borrower wishes to pay his notes in 
full prior to the due date, he will receive as a re- 
bate a portion of the discount which was withheld 
at the time the note was negotiated. 

(8) Occasionally the holder of an investment 
certificate wishes to withdraw a portion of the 
amount represented by his certificate. This in- 
volves the surrender of his certificate and the is- 
suance therefore of one of smaller denomization. 

Working capital is obtained by industrial benks 
through the sale to the public of full-paid invest- 
ment certificates. These generally bear 5% interest 
and are redeemable at par. A passbook is issued 
to the subscriber which permits him to make pay- 
ment at his convenience. 

The balance-sheet items of an industrial bank 
are in general the same as those of any banking 
institution. The balance in the account, Hypothe- 
cated Instalment Investment Certificates, repre- 
sents payments which have been made on certifi- 


828 
so 
i 
dmin- 
Non- 
isiness 
ource, 
y and 
e lan- 
at the 
tO the 
prob- 
or the a 
for a 
cture, 
ogical 
ential 
taxes. 
Bank. 
ed in 
r the 
the 
»f the 
strial 
f the 
i 
king, 
been 
‘e in- 
fered 
ence, 
ighly 
» the 
sto 
Ss no 
ened 
ould 
wer. 
‘sons 
oans 
itter 
cter. 
‘tive 
of 
ans 
rity 
fter 
rial 
was 


324 


cates pledged with the bank as security for loans. 
Unhypothecated Instalment Certificates represent 
the balance of the accounts referred to above, de- 
posits being made at the will of the subscriber; 
when the deposits equal the cost of a certificate, a 
certificate is issued and a transfer is made to Full- 
paid Investment Certificates. 
Etroy L. SANDBERG 


Tendenzen zur Aussonderung von Verméogenswert- 
dnderungen in Betriebswirtschaftslehre, Wirt- 
schaftspraxis und Steuerrecht. Heinrich Horn. 
(Berlin: Spaeth & Linde, 1931. Pp. 412. R.M. 
12.) 


Die nennwertlose Aktie. Werner Rusche. (Cologne: 
Emil Pilgram, 1931, pp. 112, paper.) 


Erfassung und Verrechnung der Gemeinskosten in 
der Unternehmung. Fritz Henzel. (Berlin: 
Spaeth and Linde, 1931, pp. 308, R.M. 11.) 
Heinrich Horn’s book, as the title suggests, sur- 

veys the growing tendency evidenced in German 
accounting literature to favor a separate account- 
ing for value changes (appreciation) and other 
profits. The author finds theory strongly favoring 
the separation, law strongly opposing it, and prac- 
tice trying to steer a middle course between the 
two. 

These three fields form the bases of the author’s 
outline. After an introduction of 60 pages, about 
140 pages are used to present the attitude of 
writers on business economics regarding the sub- 
ject, about 76 pages to indicate the accounting 
practices which has been influenced in some degree 
by the problem, and about 180 pages to set forth 
the concepts of income which have been written 
or interpreted into various tax statutes. With cus- 
tomary German thoroughness the work concludes 
with an extensive bibliography of seven and one- 
half pages. 

The introduction is a good short presentation 
of basic theory from a strongly economic point of 
view, beginning with an analysis of the causes of 
value changes (form, place, and time utilities) and 
continuing with a consideration of the nature of 
profit. Profit in the usual sense of profit from 
sales (Umsatzgewinn) consists of a variety of 
elements (as purchasing differential, selling dif- 
ferential, entrepreneural compensation, conjunc- 
tive gains) which should be plainly distinguished 
for the best managerial use, The necessity for 
maintaining capital (nominal capital, material capi- 
tal, or purchasing power) gives the keynote to the 
most acceptable concept of profit, that of the 
spread between current replacement prices and 
actual sales price. If such profit is alone the basis 
of dividend calculations, funds are kept in the 
business sufficient to maintain the original pur- 
chasing power of the assets in spite of price fluc- 
tuations. Under these circumstances there are no 
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fictitious profits present to stimulate false dividend 
hopes or fictitious losses to create unreasonable 
fears. 

Part I is an extensive survey of the literature of 
business economics for evidence indicating the 
trend of opinion, Authors whose views receive 
particular mention include Kovero, Backofen, Os. 
bahr, Loewenstein, Sewering, Wahlberg, Schmalen- 
bach, and Schmidt. In spite of differences regard- 
ing details and methods by which value changes 
should be eliminated from the accounts, there is a 
general agreement in the need for separation, 
Profit (for which calculation is desired) is “the 
measure of the fulfillment of economic function and 
a signpost to the enterpriser’s future actions,” 
As thus defined, profit excludes value changes; 
the latter show the results of the mere possession 
of certain kinds of properties under changing out- 
side conditions and not at all the effect of the 
enterpriser’s economic effort. Value changes, there- 
fore, are related to capital and not to profit, and 
should be reflected in a “Valuation” account which 
would be an adjunct to the capital account. 

Part II is familiar ground for it presents the 
various valuation practices of accounting. For the 
most part these practices (sales value, original 
cost, cost or market) are based upon juristic con- 
siderations—mainly, the protection of creditor in- 
terests—and lead, not to the calculation of true 
(economic) profit, but to “conservative” financial 
valuations, that is to say, to an understatement of 
profit by waiting (when prices are going up) for 
actual realization to take place, and by an over- 
statement of losses by not waiting (when prices 
are falling) for actual realization to determine the 
final result. 

While practice usually stresses the realization 
principle, it does not follow it consistently when 
conservatism is indicated. Yet by expressing a 
preference for realization, practice in effect ex- 
cludes valuation changes from profit and thus in- 
directly supports the doctrine of a separate ac- 
counting. The acceptance of the realization prin- 
ciple, however, does not make realization the sole 
criterion of profit availability; so-called profit from 
the sale of an appreciated asset may be disbursed 
to shareholders, but it is in the nature of a re- 
turn of a part of their investment and not a yield 
or result of their investment’s activity. The law 
may permit this to be called a dividend, but that 
does not change the fact that the payment is from 
the substance of capital and not from the product 
of capital. And any disbursement of substance is 
a failure to maintain purchasing power. 

The author further indicates that practice evi- 
dences at least tacit acceptance of the principle of 
separation of value changes through sanctioning 
the use of reserves (secret or open) in times of 
plenty against the time of need. He points also to 
the practice of German zinc-smelting companies 
as early as 1907 of using a system of reserves 
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to absorb the fluctuations in the market price of 
ore, thus bringing only a standard or normal price 
into the inventory. (Compare the practice of the 
National Lead Company in this country in the 
use of a “Normal Inventory.”) He also cites the 
practice of investment trusts in treating interest 
and dividends as profits, and price fluctuations as 
surplus to absorb later shrinkages, in further sup- 
port of the principle of separation. 

Part III gives extended consideration to the 
German tax requirements under a succession of 
statutes, and dwells upon unequitable taxation 
(because of the inclusion of fluctuation gains) and 
upon errors in the amount of the true profit, which 
are introduced through calculating depreciation on 
an original cost base. 

It is evident in this book, as in other German 
works, that writers on accounting subjects, be- 
cause of experiences during and after a period of 
tremendous inflation regard the economic basis of 
accounting as more important than the legal. They 
consistently turn to the economic function of the 
enterprise as a starting point, and generally pass 
next to the economic concept of profit which is 
naturally connected with the enterprise as an eco- 
nomic unit. On this foundation separation of value 
change (appreciation) and profit is a matter of 
direct logic. It does not matter that the methods 
of accurately separating the two may be difficult 
and argumentative, or that the juristic view is slow 
to look to economic considerations rather than to 
the interest of creditors. The author’s philosophy 
(closely following Professor Fritz Schmidt’s views) 
is that matters of sound principle do not rest upon 
expediency; if sound principle prevails, adequate 
technical methodology will ultimately be developed. 
Nor does adequacy of managerial information de- 
pend upon juridical limitations; management is 
free, if it so desires, to refine its concepts and 
analyses beyond those which may be satisfactory 
for use in certain types of litigation. 

Those who read German will find in this book 
an excellent survey of recent German opinion on 
appreciation and an outline which may easily serve 
as a basis for the much needed systematic examina- 
tion of our own ideas on the subject. 

Die Nennwertlose Aktie is a doctor’s dissertation 
written in the University of Cologne on the sub- 
ject of stock without par value. The discussion is 
about equally concerned with the statutes and prob- 
lems of no-par value stock in Belgium and the 
United States. In connection with American prac- 
tices the author leans heavily on Wildman and 
Powells’ Capital Stock without Par Value, but he 
has very faithfully given credit to his sources in the 
footnotes. 

To American students of the subject the book 
will be interesting primarily because of the Belgian 
material. In Belgium, stock without par value was 
permissable even in the nineteenth century because 
its use was not prohibited by law. The author 
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records that the first Belgian company with no- 
par stock was organized in 1885, that the first 
conversion of par stock into no-par was in 1891, 
and that there were 346 companies in 1898 with 
stock which had no par value. 

Two kinds of no-par stock are found there: (1) 
Actions de dividends, where the holder has an in- 
terest only in the earnings and in any balance of 
the assets remaining after the repayment of the 
capital stock, (2) parts de fondateur (founder’s 
shares) where the holders have only a certain 
specified interest in the net profit. It is to be noted 
that neither of these types of stock represent 
actual capital contributions. 

The author gives particular attention to the 
problems of financial reconstruction attendant upon 
the stabilization adjustments after the period of 
inflation. 

Fritz Henzel who is a lecturer at the University 
of Frankfort on the Main gives detailed considera- 
tion to the methods of accounting for general costs. 
After an introduction in which the concept of cost 
is discussed Dr. Henzel gives over most of his 
space to general costs analyzed according to func- 
tions: production, selling, purchasing, storage and 
transport, organization and administration. Natur- 
ally most attention is given to production costs. 
Special thought is given throughout to the basis 
for analyzing and distributing costs. 

A rather extensive bibliography (20 pages) is 
included. The disappointment which one feels at 
finding so few citations of American material may 
perhaps be due to our belief that American ac- 
counting literature had been particularly rich in 
the field of modern costing practices. Surely the 
Bulletins of the American Association of Cost 
Accountants have contained pertinent material. 

A. C, Lirrieton 


Principles of Accounting. Eric L. Kohler and 
Paul L. Morrison. (New York: McGraw-Hill 
Book Company, Inc., 1931, Pp. x, 507. $4.50.) 
As outlined by the authors, Principles of Ac- 

counting is in the nature of a survey course in 
accounting, designed to point out the major prob- 
lems without an exhaustive treatment of the tra- 
ditionally controversial points which are covered 
at length in other texts. For the student it paves 
the way for more advanced work. 

The text is divided into four major sections. 
The first section covering chapters one to seven 
deals with the fundamental theory of debit and 
credit, journalizing, posting, trial balance and 
preparing the six-column statement. Chapter one, 
in addition to treating of the early developments 
in bookkeeping and accounting, shows the rela- 
tionship between accounting, statistics and law. 

Chapter 2 develops the business enterprise and 
the handling of business transactions, together with 
fundamental financial statements. 

Chapter 3 undertakes a study of the account- 


326 The Accounting Review 


ing equation, asset, liability and proprietorship 
equities, together with changes in the equation. 

Chapter 4 covers the general natures of expense 
and income, illustrating various transactions. 

The general character of double-entry is con- 
sidered in chapter 5. Use of the account form of 
journal, journalizing, posting, ledgers, etc., com- 
pose part of the subject matter reviewed. 

Chapter 6 follows with a discussion of the trial 
balance. Consideration is given to account charac- 
teristics including real, nominal, and mixed ac- 
counts, 

Chapter 7 concludes the first section. Under the 
heading, “Ascertaining Profits,’ a discussion is 
made of perpetual and physical inventory methods. 
Further discussion is given to the use of the work- 
sheet. 

Part Two deals with bookkeeping devices and 
practices. The seven chapters in this section bring 
out the usual possibilities of divided books of 
original and final entry. Controlling accounts and 
columnar journals are introduced at this time. Il- 
lustrations of the use of the columnar journal 
serving as the only book of original entry help 
materially to clarify the text material. In fact, 
the profuseness of illustrations is most helpful 
inasmuch as text discussion is limited. 

The seven chapters of this section cover the 
following: 

Chapter 8: Columnar Journal 

Chapter 9: Controlling Accounts 

Chapter 10: Case records 

Chapter 11: Sales and Sales Records 

Chapter 12: Purchase and Voucher Records 

Chapter 13: Other type of journals: nominal 
accounts; the expense ledger 

Chapter 14: Errors in the bookkeeping record: 
treats of errors in posting, and methods for lo- 
cating of errors. 

Part Three takes up financial statements and 
the adjustment of bookkeeping records. Chapters 
15, 16, and 17 cover the theory of adjusting entries. 
The illustration on adjustment contained in chap- 
ter fifteen is very timely. In addition to stating 
the condition giving rise to adjustment, the illus- 
tration sets forth the adjusting entry necessary 
to put the books on a proper basis. Other timely 
illustrations help to clarify the various topics con- 
sidered. 

Chapter 18 on closing entries briefly considers 
the nature of closing entries. 

Chapter 19 deals with financial statements of 
sole proprietorships and partnerships. The distinc- 
tion between the account form and the report form 
of the balance sheet is discussed, also the relation- 
ship between the balance sheet and the profit and 
loss statement. The use of the working trial balance 
is further considered. 


Single-entry methods are covered briefly in 
chapter 20. 

Part Four treats of the application of the prin. 
ciples to various situations. This section covers 
six chapters as follows: 

Chapter 21: Accounts of a manufacturing busi- 
ness. 

Chapter 22: Contribution of owners. In this 
chapter forms of business enterprises are dis- 
cussed, also classes of stock, values, and surplus, 

Chapter 23: Covering net worth and disposal 
of profits, also treats of the position of various 
items in the balance sheet. Earned surplus, re- 
valuation surplus, capital surplus, appropriated 
surplus, dividends, liquidating dividend, property 
dividend and stock dividends are all briefly men- 
tioned. 

Chapter 24: On funded debt accounts, takes up 
sources of capital, long-term obligations, funded 
debt, authorization, bond subscription and _ pay- 
ments, interest, discount and expense in its various 
forms, also sinking fund and sinking fund reserves. 

Chapter 25: Covers the field of change in own- 
ership of a business. Sole proprietorship, partner- 
ship and corporation changes are explained, in- 
cluding the dissolution of a partnership. The ques- 
tion of good-will is also considered in this chapter. 

Consolidated balance sheets and profit and loss 
statements are presented in chapter 26. 

Part Five concludes with a study of valuation 
and analysis problems. In this section a chapter 
is devoted to each of the following subjects: Cur- 
rent Assets, Inventories, Capital Assets, Liabilities, 
Comparison of Financial Statements, and Analysis 
of Financial Statements. Concluding, there is a 
wealth of written assignments including a practice 
set. 

The text covers a vast amount of material. It 
would seem to the reviewer that the authors have 
tried to crowd too much material into one volume. 
However, the authors state that they have en- 
deavored to recapitulate for the beginner the prin- 
ciples on which the accountant’s reasoning is based, 
together with the formularies that are his medium 
of expression. 

The book is written in elementary terms and is 
intended for the student who knows nothing about 
accounting. Fundamentals are stated in a way 
that thus can be clearly understood. The reviewer 
feels that in various instances important subjects 
are too briefly covered. 

However, the text and its accompanying prac- 
tice material well covers the requirements of a 
first-year course which starts with the fundamen- 
tals of bookkeeping and ends with the essentials 
necessary for the intelligent interpretation of fi- 
nancial statements. 

H. HENsev 
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BOOKS RECEIVED 


What the Figures Mean. Spencer B. Meredith. 
Boston: Financing Publishing Company. 19381. 
Pp. 77. $1.50.) 

The object of this book is to show how to read 
balance sheets and income statements. It contains 
significant ratios for 32 different industries. 


A Community Labor Survey. (Urbana: The Uni- 
versity of Illinois Bureau of Business Research. 
1931. Pp. 58.) 

A bulletin explaining a procedure for organizing 
and carrying out a labor survey. 


The Dual System of Stabilization. J. Taylor Ped- 
die. (New York: The Macmillan Company. 1931. 
Pp. xii, 250. $5.) 

Enlarged second edition. Contains supplemen- 
tary evidence, modifications, and additional notes. 


Economics in the Twentieth Century. The History 
of Its International Development. Theo Suranyi- 
Unger. (New York: W. W. Norton & Company, 
Inc. 1981. Pp. xix, 397.) 

The first elaborate discussion of economic lit- 
erature by one who stands quite outside of the 
leading racial and linguistic boundaries. This text 
tries to explain prevailing opinions out of their 
own development, and in their inmost connection. 


The Case Method of Instruction. Edited by Cecil E. 
Fraser. (New York: McGraw-Hill Book Com- 
pany, Inc. 1931. Pp. ix, 165. $2.) 

Discusses the various approaches and methods 
of using cases. Foreword and fifteen articles by 
professors in the Graduate School of Business Ad- 
ministration of Harvard University. 


Comprehensive Propositions in Accounting. Homer 
St. C. Pace and Charles T. Bryan. (New York: 
Pace Institute Publishers. Inc. 1981. Pp. x, 
398. $4.50.) 

Comprehensive elucidation of each principle of 
accounting or law applicable to each practical 
problem given (of which there are twenty-four) 


as well as the presentation of entries, work sheets, 
tables, and statements that conform in technique 
to the best current practice. 


Applied Accounting Principles. Emmett Reid San- 
ford. (New York: Thomas Y. Crowell Company. 
1931. Pp. xi, 588. $4.50.) 

This is a text designed for a one year course 
in Accounting in those institutions operating on 
the quarter system. Ample laboratory material is 
provided with each chapter. 


Introduction to Accounting. Dallas S. Bolon and 

George W. Eckelberry. (New York: John Wiley 

& Sons, Inc. 1931. Pp. xviii, 582. $4.) 

This book includes the material which is pre- 
sented in the first year’s work in accounting at the 
Ohio State University. A large number of prob- 
lems, grouped according to chapters, are included, 
with a brief description of the content cf the prob- 
lems preceding each group. Laboratory exercises 
or practice sets, are used at the Ohio State Uni- 
versity in addition to the material included in this 
book. 


Distributed Leisure. L. C. Walker. (New York: 
The Century Company. 1931. Pp. ix, 246. $2.25.) 
Advocates a balanced distribution of leisure 

and employment, a working philosophy of indus- 
trial management. Suggests basis upon which to 
build our industrial machine so that society will 
be protected from the enormities of unemployment, 
and the severity of future business depressions 
will be mitigated. 


Concentration of Control in American Industry. 
Harry W. Laidler. (New York: Thomas Y. 
Crowell Company. 1931. Pp. xvi, 501. $3.75.) 

A description of its extent in each field. 


Bookkeeping and Accounting. James O. McKinsey. 
(Cincinnati: South-Western Publishing Com- 
pany, 1931. Pp. viii, 390. $1.52.) 

The third edition of the first book written for 
secondary schools using the balance sheet approach. 
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UNIVERSITY NOTES 


UNIvErsity oF ALABAMA 


Mr. C. H. Knight has been associated with 
Mr. J. O. Screven, C.P.A., and Mr. Carl Jami- 
son, C.P.A., in the installation of a new sys- 
tem of budgetary control for the city of Tus- 
caloosa. He will continue to devote part of his 
time during the year to public accounting as 
an associate of Mr. Jamison. 

Mr. Glover will offer a course in Account- 
ing Theory in the second semester. 

The Alabama Society of Certified Public 
Accountants has provided the funds for a 
study of accounting methods of small Alabama 
cities. The work will be done by Mr. Lang- 
ston Hawley under the supervision of the Bu- 
reau of Business Research. 


Baytor UNIVERSITY 


Prof. Monroe S. Carroll has resumed his 
teaching after fifteen months spent in gradu- 
ate study at the University of Chicago. 

Mr. C. W. Fewell, instructor in accounting 
at Baylor for the past year, has returned to 
the University of Texas to continue graduate 
study. 

University or Fioripa 

Mr. Fred C. Ward, instructor in account- 
ing for the past three years, is on leave of ab- 
sence this year. He is employed in the New- 
ark, N.J., offices of Haskins and Sells. Mr. 
G. T. Nunez has been appointed instructor in 
accounting. 

The new accountancy law passed by the 
last legislature provides that graduates of the 
four-year course in accounting at the univer- 
sity may be admitted to the C.P.A. examina- 
tion after one year of practice in place of the 
usually required three years. 


UNIVERSITY oF INDIANA 


Mr. Harold Lusk, J.D., University of 
Michigan, has been appointed assistant pro- 
fessor of business law. 

Mr. T. W. Rogers, assistant professor of 
industrial management, is serving his second 
year as chairman of the Bloomington com- 
mittee on unemployment relief. Mr. Rogers 
has just published a study of the occupational 
experience of 100 unemployed in Blooming- 
ton. 

A faculty committee has been appointed to 
study the needs of graduate study in business 
at Indiana. 


Louisiana State UNIvErsItTy 


Mr. W. Watts, assistant in accounting, has 
resigned and intends to enter business. Mr, 
M. H. Harmon and Mr. J. Favalardo are new 
assistants this year. 

Mr. Earl A. Saliers, head of the accounting 
department, served as consultant for the Free- 
port Texas Company during the summer. 


UNIvERsiITy or Missouri 


Mr. Karl R. Bopp, who received his Ph.D. 
at Missouri in 19381, is now assistant profes- 
sor of economics and finance. His appointment 
increases the staff of the School of Business 
and Public Administration to thirteen. 

Prof. DR Scott’s book, The Cultural Sig- 
nificance of Accounts, has just appeared off 
the press. 

Beta Gamma Sigma in June of this year 
installed a chapter at Missouri and it is 
planned to initiate a group of alumni of the 
school at the annual Commerce Day next 
spring. 


CoLLEGE oF THE City or New York 


New members of the accounting staff this 
year are: H. J. Kuntzemann, C.P.A., and 
S. B. Tunick, C.P.A., instructors, and John 
N. Myer, tutor. 

Mr. R. B. Byers, instructor, has recently 
published Accounting for Savings, Building 
and Loan Associations. 


University or Nortu Dakota 


Mr. C. G. Blough, head of the accounting 
department, was called to Madison, Wis., by 
the attorney general of Wisconsin in October 
as an expert witness in a public utility taxa- 
tion case. 


Onto University (ATHENS) 


Associate Professor Ralph F. Beckert, who 
has been engaged half time in field work for 
Ohio University, is this year again devoting 
full time to teaching. 

A numer of the graduates of Ohio Univer- 
sity are taking the C.P.A. examination in Ohio 
during this year. 


Onto State UNIVERSITY 


Mr. Floyd Byers, instructor in accounting, 
has left the department to become treasurer of 
Bluffton College. 
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Mr. G. Arnold Logan of the University of 
Colorado has been made instructor in account- 
ing at Ohio. 


Orecon State COLLEGE 
Dean J. A. Bexell of the School of Com- 
merce has retired; Mr. Harrison Val Hoyt 
is now dean of the school. Accounting has 
been placed in the Department of Business 
Organization and Management. 


Unrversity oF PENNSYLVANIA 


Mr. Jeremiah Lockwood, C.P.A., has been 
promoted to the rank of associate professor 
of accounting and Mr. Oscar S. Nelson to as- 
sistant professor. 


Unrversity or SourTHERN CALIFORNIA 


Benjamin F. Tanner has been added to the 
staff as teaching fellow. 


SoutHerN Metuopist UNIVERSITY 
Mr. A. W. Foscue, Jr., has been promoted 
to the rank of associate professor of account- 
ing. 


As a result of the Texas May examination, 
fourteen new C.P.A. certificates have been is- 
sued and twelve more in the November ex- 
aminations. A joint meeting of the state so- 
cieties of Louisiana, Texas, Arkansas, and 
Oklahoma was held in Shreveport, Novem- 
ber 16. 

University or Texas 

Adjunct Professor B. F. Harrison has gone 
to Oklahoma A. and M. College as professor 
of accounting. Mr. C. Fewell, formerly in- 
structor at Baylor University, has been added 
to the staff as instructor in accounting and 
Mr. P. W. Newman as instructor in statistics. 

Dr. Wilford L. White, professor of market- 
ing, is on a leave of absence for a second year, 
in charge of a Federal Trade Commission 
study of chain stores. 


Wasuineton Stare UNIVERSITY 
Prof. Homer E. Gregory has resumed teach- 
ing after a year’s absence due to ill health. 
Mr. Carlos Zener passed the May C.P.A. 
examinations and is now teaching classes in 
elementary accounting. 
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THE AMERICAN ASSOCIATION OF UNIVERSITY 
INSTRUCTORS IN ACCOUNTING 


PROGRAM OF SIXTEENTH ANNUAL CONVENTION 


TO BE HELD AT 
RALEIGH HOTEL, WASHINGTON, D.C. 


MONDAY, DECEMBER 28 
Morning Session—9 :30 a.m. 


Subject: Budgets and Problems of Budgetary Control 
Chairman: David Himmelblau, Northwestern University 
Papers: Edwin L. Theiss, University of Illinois 
“Budgetary Procedure as a Means of Administrative Control” 
F. G. Donner, Assistant Treasurer, General Motors Corporation 
“The Executive and the Budget’ 
James L. Dohr, Columbia University 
Arthur W. Hanson, Harvard University 
“The Relation of Cost Accounting to the Budgetary Control Problem” 
Discussion Led by: Howard O. Greer, Institute of American Meat Packers 
General discussion from the floor 


Afternoon Session—2 :30 p.m. 
Subject: Accounting Research 
Chairman: J. Hugh Jackson, Stanford University 
Papers: John J. Reighard, University of Minnesota 
“Earnings Statements in Periods of Prosperity and Depression” 
©. R. Rorem, Julius Rosenwald Fund 
“Survey of Cost of Medical Care” 
J. B. Taylor, Ohio State University 
H. J. Ostlund, Director of Statistical Division, National Wholesale Druggists Association 
“Cost Research in the Field of Distribution” 
Discussion Led by: Roy B. Kester, Columbia University 
General Discussion from the floor 


MONDAY, DECEMBER 28 
Evening Session 
Dinner p.m. 


TUESDAY, DECEMBER 29 
Morning Session—9 :30 a.m. 


Joint Session with the Association of Instructors of Law in 
Collegiate Schools of Business 
Subject: Law and Accounting 
Chairman: Alfred W. Bays, Northwestern University 
Papers: E. R. Dillavou, University of Illinois 
“The Rex vs. Kylsant Case”’ 
Perry Mason, Antioch College 
“Profits and Surplus Available for Dividends’’ 
James C. Reed, University of Pittsburgh 
“Accounting Instruction and Business Law’’ 
Discussion Led by: E. S. Wolaver, University of Michigan 
William Deviny, Catholic University 
General discussion from the floor 


Afternoon Session—2:30 p.m, 


Subject: Problems of Accounting Instruction 
Chairman: A. H. Rosenkampff, New York University 
Papers: Lioyd Morey, University of Illinois 
“Accounting Procedures for Colleges and Universities” 
Max J. Wasserman, University of Illinois 
“Instruction in Accounting in France” 
H. ©. J. Peisch, President, American Society of Certified Public Accountants 
“Proper Preparation for admission to the Accounting Profession” 
Joseph C. Myer, St. John’s College 
“Early Accounting Literature” 
Discussion Led by: A. L. Prickett, University of Indiana 
General discussion from the floor 
Business Meeting: Reports of Committees 
Auditing 
Resolutions 
Nominating 
Election of Officers 
Induction of Officers 
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Membership List-November 1, 1931 


Adams, James P., 299 Doyle Ave., Providence, 
R. I 


Adsit, Edward H., 215 W. Seventh St., Los 
Angeles, Calif. 

Aitken, Wm., 1000 Electric Chambers, Winnipeg, 
Canada 

Alexander, C. E., 5605 6th N.W., Seattle, Wash- 
ington 


Allen, Carl E., 1188 Union Blvd., Bethlehem, Pa. 

Alm, I. W., 205 School of Bus. Adm., Univ. of 
Minnesota, Minneapolis, Minn. 

Ambler, Arthur W., c/o one Ross Bros. & 
Montgomery, New ork, N. 

Amidon, L. Cleveland, Hudson View Gardens, 
188rd & Pinehurst, New York, N.Y. 

Amos, J. Ellwood, Johnstown Center, Univ. of 
Pittsburgh, Johnstown, Pa. 

Andersen, Arthur, 1 LaSalle St. Bldg., Chicago, 
Illinois 

Anderson, J. A., 419 Commerce Bldg., Univ. of 
Illinois, Urbana, Il. 

Arns, Charles M., Univ. of Dayton, Dayton, Ohio 

Ashley, C. A., Univ. of Toronto, Toronto, Canada 

Avery, Harold G., Bradley Polytechnic Institute, 
Peoria, Ill. 

Ayars, Robert D., 1 State Hall, Univ. of Pitts- 
burgh, Pittsburgh, Pa. 

Ayling, W. U., 198 Highland Avenue, Detroit, 
Michigan 


Bacas, Paul E., 12 Young Ave., Pelham, N.Y. 

Bachmann, John J., Dept. of Agric., Packers & 
Stockyards Adm., Washington, D. C. 

Baggs, G. E., 9 Latonia Apt., Colorado Springs, 
Colo. 

Bagliano, Cesare, Via Trotti 40, Alessandria, ~~ 

Baily, H. H., 118 Commerce Bldg., Univ. of 
linois, Urbana, Ill. 

Baker, Benj. G., Quaker Rd., Orchard Park, N. Y. 

Ball, Lee C., 634 N. 12th St., Corvallis, Oregon 

Ball, William H., 1924 First Nat’l Bank Bldg., 
Detroit, Mich. 

Barb, Thos. V., 611 Hospital Trust Bldg., Provi- 
dence, R. I. 

Barlow, Albert J., Box 72, University, Virginia 

Barnes, D. L., 824 S. Flood Ave., Norman, Okla. 

Barr, Andrew, Jr., 1893 Yale Station, New Haven, 
Conn. 

Bartizal, John R., 75 E. Wacker Drive, Chicago, 
Ill. 

Bauer, R. D. M., Univ. of Missouri, Columbia, 
Missouri 

Baumann, Harry P., 208 S. LaSalle St., Chicago, 
Ii. 


Bayer, Walter A., 111 Lee Road, Garden City, 
NN. ¥. 


Beaman, R. J., 1418 Union Central Bldg., Cincin- 
nati, Ohio 

Beatty, Willard C., Dept. of Econ., Brown Uni- 
versity, Providence, R. I. 

Beaty, Earl, Berrien Springs, Michigan 

~_— Karl H., 44 Bradfield Ave., Roslindale, 

ass. 

Beckert, Ralph F., Box 514, Athens, Ohio 

Bee, Clair F., Rider College, Trenton, N. J. 

Begley, John. P., 4418 S. 28rd St., Omaha, Nebr. 

Beights, D. M., Marshall College, Huntington, 
W. Va. 


Bell, Herman F., 90 Broad St., New York, N. Y. 

Bell, William H., 15 Broad St., N. Y. 

Bennett, George E., College of Bus, Adm., Syra- 
cuse Univ., Syracuse, | 

Bentley, Mathew M., St. George, Utah 

Berenson, Joseph S., 5501 15th Ave., Brooklyn, 
N. Y 


Berg, John, 1427 Chapin St., N. W., Washington, 


Berman, Morris M., 626 G. R. National Bank 
Bldg., Grand Rapids, Mich. 
Bexell, J. A., Oregon Agricultural College, Cor- 


vallis, Ore. 
Bickell, Ralph T., 320 W. 83rd St., New York, 
N. 


Bickett, W. P., 15 Broad St., New York, N. Y. 

Birkett, Lloyde W., 1302 Title Guaranty Bldg., 
Milwaukee, Wis. 

Blackman, C. Clifford, 5022 Maplewood Ave., De- 
troit, Mich. 

Block, J. L., 187 Humble Bldg., Houston, Texas 

G., Univ. Station, Grand Forks, 


O. 484 E. Grand Blvd., Detroit, Mich. 

Boka, Alex 5 . 408 Pine St., St. Louis, Mo. 

Bolon, D. S., 1787 Bluff Ave., Columbus, Ohio 

Bornhofft, Henry J., 36 Jackson Road, Belmont, 
Mass. 


Borth, Daniel, Jr., 1108 W. Nevada, Apt. 6, Ur- 
bana, IIL 

Boulay, Joseph A., 581 New Northwestern Bank 
Bldg., Minneapolis, Minn. 

Bowen, Edmund F., 11 Park Place, New York, 
N. ¥. 


Boyd, Ernest, 809 Ambassador Bldg., St. Louis, 


Boyd. Ralph L., 310 S. Race, Urbana, Ill. 

Bradford, Harry C., 1420 Bank St., Kalamazoo, 
Mich. 

Brett, George M., College of the City of New 
York, 139 St. & Convest Ave., New York, N. Y. 

Brewer, Harry V., Greenville College, Greenville, 
Ti. 


Briggs, L. L., 12-B Shaler Lane, Cambridge, Mass. 

Briggs, Robert P., 810 Oakwood Place, Ann Ar- 
bor, Mich. 

Brink, Victor Z., 1830 J. Street, Lincoln, Nebr. 

Brinton, L. V., Ernst & Ernst, 723 Bankers Mort- 
gage Bldg., Houston, Texas 

Brown, John J., 25 West 45th St., New York, 
N. Y. 


Brown, —_ M., 64 Charles Field St., Provi- 
dence, R 

Brown, Thomas J., 75 Federal St., Boston, Mass. 

Browne, Donald, Room 1564, 230 Park Ave., New 
York, N. Y. 

Brundage, Percival F., 75 Federal St., Boston, 
M 


ass. 

Bryan, J. Wallace, 4913 Roland Ave., Roland 
Park, Md. 

— L. G., Elon College, Elon College, 


oui L. J., Gibson Hall, Tulane Univ., New 
Orleans, La. 

Burke, Henry G., 1001 Court Square Bldg., Balti- 
more, Maryland 

Burleson, James B., 3444 Potomac Ave., Dallas, 
Texas 
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Burney, William J., 206 A University Hall, Iowa 
City, Iowa 

Burrell, O. K., Univ. of Oregon, Eugene, Ore. 

Burton, Norman L., School of Bus. Adm., Univ. 
of Buffalo, Buffalo, N. Y. 

Byers, C. F., 112 S. Spring St., Bluffton, Ohio 

Byland, John R., 7639 Cornell Ave., Chicago, Ill. 

Byrnes, Thomas W., 76 William Street, New York, 


Camilla, Sister M., 303 Taylor Street, Joliet, Ill. 

Campbell, Angus L., c/o Tenn. Poly. Inst., ‘Cooke- 
ville, Tenn. 

Campbell, James A., Knox College, Galesburg, Ill. 

Campbell, Lyle E., Emory University, Georgia 

Canning, John B., Box 76, Stanford University, 
California 

Carlson, Paul A., 1104 Main St., 
Wis. 

Carmichael, Geoffrey, 214 N. Grant St., Bloom- 
ington, Ind, 

Carpenter, Cecil, Urbana, Illinois. 

Carroll, Monroe S., Baylor University, Waco, 
Texas 

Carter, Arthur H., 15 Broad St., New York, N. Y. 

Castenholz, W. B., c/o LaSalle Extension Univ., 
4101 S. Michigan Ave., Chicago, Ill. 

Catherwood, M. P., Cornell University, Ithaca, 
¥. 


Whitewater, 


Cerny, Joseph, 205 Commerce Bldg., Univ. of 
Illinois, Urbana, Ill. 

Chamberlain, Henry P., 28 N. Franklin Ave., Chi- 
cago, Ill. 

Chapman, H. H., University, Alabama 

Chase, Arthur T., 84 State Street, Boston, Mass. 

Chase, Irving Edgar, 527 Fifth Avenue, New York, 
N. Y. 


Christensen, John C., 2127 Woodside Road, Ann 
Arbor, Mich. 
Christensen, J. S., Ephraim, Utah 
*Cipriani, Alfred B., 56 Pine St., New York, N. Y. 
Clark, Herald R., Brigham Young Univ., Provo, 
Utah 
Clarke, W. F., 64 E. Lake St., Chicago, Il. 
Clarke, William Thomas, 847 Bradley Place, Chi- 
cago, Ill. 
Clarkson, George S., 181 State Street, Boston, 
Mass. 
Coan, Wm., 204 E. Washington, Lexington, Vir- 
inia 
Cols, D. F., 309 Federal Trust Bldg., Lincoln, 
Nebr, 
Cole, Walter B., School of Bus. Adm., Fayette- 
ville, Arkansas 
Cole, William Morse, 223 Morgan Hall, Soldiers 
Field, Boston, Mass. 
Coleman, Raymond W., Carnegie Institue of Tech., 
Pittsburgh, Pa. 
Collins, Clem W., School of Commerce, 2011 Glen- 
arm Place, Denver, Colo. 
Collins, Clinton, Jr., 915 Fourth Nat’l Bank Bldg., 
Cincinnati, Ohio 
Connolly, Robert E., 26 Liberty St., Room 1206, 
New York, N. Y. 
Cooley, McWhorter S., c/o Richardson, Jackson & 
Hunter, Atlanta Trust Co. Bldg., Atlanta, 
Georgia 


* New, recent members whose dues apply as of 
Jan. 1, 1982. 


Cooper, Harry A., 524 S. Main Street, Adrian, 
Michigan 

Copeland, C. M., 40 Morris Ave., Athens, Ohio 

Councilor, Theron Gates, 2531 Brownsville Road, 
Mt. Oliver Branch, Pittsburgh, 10, Pa. 

Courtney, John, Room 412, Dairy Bldg., Cornell 
Univ., Ithaca, N. Y. 

Cowin, R. B., 1124 N. New St., Bethlehem, Pa. 

Cox, Clarence B., 924 W. Euclid Ave., 305, De- 
troit, Mich. 

Cox, Wm. E., Commerce Bldg., Univ. of Washing- 
ton, Seattle, Wash. 

*Crabb, D. W., 112 E. San Rafael, Colorado 
Springs, Colo. 

Crabbe, Ernest H., 1823 Herlin Place, Cincinnati, 
Ohio 

Crandell, Wm. T., Univ. of Michigan, School of 
Bus. Adm., Ann Arbor, Mich. 

Cranford, Wilbur T., 615 Pacific Mutual Bldg,, 
Los Angeles, Calif. 

Crawford, Carlos C., State Teachers College, Val- 
ley City, N. Dak. 

Cremer, George S., 149-52 Beech Avenue, Flush- 
in 

Cressey, Clyde Story, Jericho Road, Abington, 
Pa. 


Crosier, A. B., Box 402, University, Mississippi 

Culey, Roy T., 929 Sanborn Ave., Los Angeles, 
Calif. 

Cummings, John J., 112 Marine Ave., Brooklyn, 


Curtis, Arthur B., 955 Washtinaw, Ypsilanti, 
Mich, 

Cusack, L. A., 2602 Cass St., Omaha, Nebr. 

Cyprian, Brother, Univ. of Notre Dame, Notre 
Dame, Indiana 


Daines, Harvey C., University of Chicago, Chi- 
cago, Ill. 

Dallas, Geo. M., 15 Broad St., New York, N. Y. 

Dalton, H. Leo, 1909 Ohio Bank Bldg., Toledo, 
Ohio 

Daniels, Mortimer B., Economics Dept., Univ. of 
Michigan, Ann Arbor, Mich. 

Daring, Miss Z. LaVerne, 311 S. Gilbert, Ada 
Ohio 

Dassel, Virgil H., c/o Wittenberg College, Spring- 
field, Ohio 

Dav idson, Robert, 826 Dime Bank Bldg., Detroit, 
Michigan 

Davies, Ernest Coulter, Chicago Ave., & Lake 
Shore Drive, Chicago, Ill. 

Davis, Pearce C., 1407 Exchange Bldg., Seattle, 
Washington 

Dawson, Carl H., 167 Public Square, Cleveland, 
Ohio 

Dayney, J. H., 685 W. 65th St., Englewood Sta. 
Chicago, Illinois 

Dean, J. V., Nacogdoches, Texas 

Deviny, Wm. M., 8907 18th St., N. E., Brookland, 
Washington, D. C. 

Dickerson, W. E., Extension Dept., Ohio State 
Univ., Columbus, Ohio 

a Louis T., 869 Pine St., San Francisco, 


Dieterle, D. Lyle, “. Commerce Bldg., Univ. of 
Illinois, Urbana, 

Dissosway, Edwin T., 15 Broad St., New York, 
N. 


Dodder, Bernard T., Box 233, College Park, Mary- 
land 
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Dohr, James L., School of Business, Columbia 
Univ., New York, N. Y. 

Donald, W. J., 20 Vesey St., New York, N. Y. 

Donohue, John J., 598 Madison Ave., New York, 

Douglas, William W., School of Com., Accts. & 
Finance, New York Univ., New York, N.Y. 

Doyle, Arthur H., 53 State St., Boston, Mass, 

Drewry, Dean, 4102 N. Kenmore Avenue, Chicago, 
Il. 


Drucker, A. P. R., International House, 500 River- 
side Drive, New York, N. 

Drury, Luther E., 1400 E. 53rd St., Chicago, Ill. 

Duncan, John Christie, c/o W. E. Hutton & Co., 
52 Wall St., New York, N.Y. 

Dunham, Clive F., 437 Commerce Bldg., Univ. of 
Illinois, Urbana, Til. 

Dunleavy, Chas. J., c/o DeWitt Fleitmann & Co., 
43 Exchange Place, New York, N.Y. 


Eceta, Isaac S., 851 Colon St., P. O. Box 189, 
Cebu, Cebu, Philippines 

Elsasser, Robert W., Gibson Hall, Tulane Univ., 
New Orleans, La. 

Elwell, Fayette H., Sterling Hall, Univ. of Wis- 
consin, Madison, Wis. 

Ely, Roy J. W., Nebraska Wesleyan Univ., Lin- 
coln, Nebraska 

English, Donald, Goldwin Smith Hall, Cornell 
Univ., Ithaca, New York 

Eulenberg, Alexander, P. O. Box 551, Chicago, Ill. 

Evans, Thomas H., 2085-36 Dime Bank Bldg., De- 
troit, Michigan 

Everett, Percy R., c/o Haskins & Sells, 75 E. 
45th St., New York, N. Y. 

Eversole, Harold B., College of Commerce, Univ. 
of Iowa, Iowa City, Iowa 


Fabella, Adolpho, 207 Roxas Bldg., Manila, P. I. 

Fabella, Vicente, 207 Roxas Bldg., Manila, P. I. 

Fenzel, W. H., 19 Park Place, Athens, Ohio 

Ferguson, W. S., 28 Kilbarry Road, Toronto, On- 
tario, Canada 

Feurst, Grover C., 8 East 4th St., Mount Ver- 
non, N. Y. 

ey Robert W., 212 Pearl St., Yankton, 

Da 

Filbey, Edward J., 216 Commerce Bldg., Univ. of 
Illinois, Urbana, Tl 

Finney, H. A., 960-208 S. LaSalle St., Chicago, 
Til. 

Fireoved, Elgie L., 308 Third Ave., S. E., Le Mars, 
Iowa 

Fischer, Oscar E. 8809 A Dumnica St., St. Louis, 
M 


0. 

Fisher, Charles, Box 1095, DeLand, Florida 

Fiske, Wyman Parkhurst, Mass. Inst. of Tech., 
Dept. of Econ., Cambridge, Mass. 

Fitzgerald, Arthur S., Equity Chambers, Wind- 
sor, Ontario, Canada 

Richard, 2912 Book Bldg., Detroit, 

ic 

Fitzpatrick, Paul J., 4119 18th Place, N. E. Brook- 
land, Washington, D . C. 

Field, E. I., 581 W. 122 St., New York, N. Y. 

Fleck, Laurence Southern Methodist Dniv., 
Dallas, Texas 

Flocken, Ira G., 1226 Lancaster Ave., Pittsburgh, 


Pa. 
po 1473 Popham Ave., New York, 


Foerster, John, 9 Brompton Road, Garden City, 
New York 
— a Joseph, St. Marys College, St. Marys, 
i 


— J ohn F., 210 Crocker Bldg., San Francisco, 


Fortenberry, S. L., University, Miss. 

Foster, Leo T., 7 Realton Road, West Roxbury, 
Boston, Mass, 

Foster, Louis O., Dept. of Econ., Western Reserve 
Univ., Cleveland, Ohio 

Frese, Walter F., 482 Commerce Bldg., Univ. of 
Illinois, Urbana, 

Frisbee, Ira N., 33114, N. Beverly Drive, Beverly 
Hills, Calif. 

Frye, Hugh a Southern Methodist University, 
Dallas, Tex: 

Fryxell, Carl A. 715 Third St., Moline, Ill. 

Fuller, George Milton, Iowa State College, Ames, 
Iowa 

Fullerton, G. G., School of Bus. Adm., Univ. of 
Colorado, Boulder, Colo. 


Gandionco, Ramon, 207 Roxas Bldg., Manila, P. I. 

Gasparitsch, Edward, 1789 Undercliff Avenue, 
Bronx, New York, N. Y. 

Gates, Harold T., 270 Seaman Ave., New York, 


N. Y. 
Gause, Edmund C., 75 E. 45th St., New York, 
7. 


Gee, Edward Artley, Michigan State College, E. 
Lansing, Mich. 

Geier, George J., 188 May St., Hawthorne, New 
Jersey 

Geiger, Gilbert B., 808 Lehman Bldg., Peoria, Ill. 

Geis, Norwood Charles, 2878 Romana Place, Cin- 
cinnati, Ohio 

Gerlack, John J., 62 W. Laul Ave., Columbus, 
Ohio 

Gibbs, Wayne F., Box 412, Williamsburg, Va. 

Gibson, J. C., Sterling Hall, Univ. of Wisconsin, 
Madison, Wisconsin 

Gilby, J. H., 105 W. Adams St., Chicago, Il. 

Gillespie, Cecil M. 1788 Chicago Ave., Evanston, 


Gilman, Stephen, 3411 S. Michigan Ave., Chicago, 
I. 


Glass, Frank Paisley, 221 Morgan Hall, Soldiers 
Field, Beston, Mass. 

Glaysher, S. Gordon, 374 Argyle Ave., Elmhurst, 
Ii. 


Glos, R. E., 118 W. Walnut St., Oxford, Ohio 
Glover, Lee, University, Alabama 
Goedeke, W. J., Apt. 2 H.-3820 Waldo Ave., New 
York City, N.Y. 
oo Erwin E., 206 E. Park Drive, Raleigh, 


E., University of Buffalo, Buffalo, 


Gog: mae: Walter J., ay Boylston St., Boston, Mass. 
Good, ‘Anthony E ., 7208 Dartmouth Ave., St. 

Louis, 

Gordon, eal W., c/o Charles R. ange & Co., 
830 N. Los Angeles St., Los Angeles, 

Graff, Fritz William, 167 Public Square, a 
land, Ohio 

Graham, Berl G., 2876 McKinley Ave., Westwood, 
Cincinnati, Ohio 

Graham, Willard J., 5453 Woodlawn Ave., Chi- 
cago, Ill. 

Gray, ng ee W., Room 8 Johnson Bldg., Gaines- 
ville, Florida 
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Gray, Wm. R., Hanover, New Hampshire 

Greene, Howard Ve 1836 S. 5th Ave., Maywood, 
Ill. 

Green, P. M., 117 Commerce Bldg., Univ. of Il- 
linois, Urbana, Ill. 

Green, Wilmer L., 404 Ocean Ave., Brooklyn, 
N. Y. 

Greer, Howard C., Inst. of Am. Meat Packers, 
506 S. Wabash ’Ave., Chicago, Ill. 

Gregory, Homer E., 207 Commerce Hall, Univ. 
of Washington, Seattle, Wash. 

Gritz, Irvin B., Box 222, Auburn, Ala. 

Grunwald, Fred W., 3815 W. Linden Place, Mil- 
waukee, Wis. 


Hahn, F. F., 615 Pacific Mutual Bldg., Los An- 
geles, Calif. 

Haines, Russell D., 294 East 148th Place, Harvey, 
Ii. 


Ham, Chester R., 1906 Indiana Ave., Pullman, 
Washington 

Hanson, Arthur W., 219 Morgan Hall, Soldiers 
Field, Boston, Mass. 

Hanson, Jarl W., 409 Lonsdale Bldg., Duluth, 
Minn. 

Hardman, James E., 2711 Robinwood, Toledo, 
Ohio 

Harper, J. W. C., 5529 Kimbark Ave., Chicago, 


Harris, Gould L., New York University, Washing- 
ton Square East, New York, N. Y. 

Harrison, Heber G., 855 N. Vermont Ave., Los 
Angeles, Calif. 

Harvey, Gilman C., 50 Congress St., Boston, Mass. 

Hatfield, Henry R., 2695 LeConte Ave., Berke- 
ley, Calif. 

Haun, Robert D., University of Kentucky, Lex- 
ington, Ky. 

Hauslein, John D., University of New Hampshire, 
Durham, N. H. 

— James M., 28 N. Franklin St., Chicago, 
Il. 


Heath, Harvey A., State Teachers’ College, In- 
diana, Pa. 

Heckert, J. Brooks, 11 E. Norwich Ave., Colum- 
bus, Ohio 

Heckman, H. M., University of Georgia, Athens, 
Ga. 

Heilman, E. A., School of Bus. Adm., Univ. of 
Minnesota, Minneapolis, Minn. 

Helms, W. M., Faculty Exchange, University of 
Chicago, Chicago, 

Henderson, Algo D., Antioch College, Yellow 
Springs, Ohio 

Hendrix, Enos L., 2431 N. Tripp Avenue, Chicago, 
Tl. 


Henry, John M., Coe College, Cedar Rapids, Iowa 

Hensel, Philip Howard, Univ. of Western On- 
tario, London, Ontario, Canada 

Hernandez, Jose V., 2257 O’Donnell, Manila, P. I. 

Higginbotham, Frank, Box 446, Univ. Station, 
Grand Forks, N. Dak. 

Hill, Raymond P., 5308 Elsrode Ave., Baltimore, 
Md 


Himmelblau, David, 339 E. Chicago Ave., Chicago, 
Til. 

— preeee B., 25 Broad St., New York, 

Holes “Arthur W., 218 Ehrman Ave., Cincinnati, 


Ohio 


Holmes, M. L., c/o Cooperative G L F Exchange, 


Horn, Frederick G., Pearl River, N. Y. 
Hornberger, D. J., Ohio Wesleyan Univ., Dela- 
ware, Ohio 
*Hosmer, W. A., Morgan Hall, Soldiers Field, 
Boston, Mass. 
Howard, Edwin H., 87 E. Franklin St., Hagers- 
town, Md. 
Howard, Hamilton, 15 Shore Road, Mountain 
Lakes, N. J 
Howard, Russell M., Univ. Station, Box 134, Tu- 
eson, Arizona 
Howard, Stanley E., 7 College Road, Princeton, 
N. J. 


Huegy, Harvey W., 203 S. Coler, Urbana, IIl. 

Huene, Arthur H., ” 51 Chambers St., New York, 

Hull, Geo. L., 180 N. Sandusky St., Apt. 3, Dela- 
ware, Ohio 

Hunt, H. L., 4128 Moffitt Ave., St. Louis, Mo. 

Husband, George R., 2485 Ford Court, Detroit, 
Michigan 

Husband, Wm. H., 177 N. Sandusky St., Dela- 
ware, Ohio 

Hutchins, Charles E., 340 Main St., Worcester, 
Mass, 


at iy Robert, 1504 Lexington Bldg., Baltimore, 
Md. 
Irwin, Richard D., 370 Seventh Ave., New York, 
N. Y. 


Jackson, J. Hugh, Box 2428, Stanford University, 
California 

Jenkel, Julian A., 810 American Building, Balti- 
more, Md. 

S., 58 Halsted St., East Orange, 


Johnson, Arthur W., Box 464, Durham, N. H. 

Johnson, Arthur W. Alfred, 1697 Cambridge St. 
Cambridge, Mass. 

Johnson, Philip W., 19 Congress St., Boston, Mass. 

Johnston, Jas. A., Box 125, Univ. of Utah, Salt 
Lake City, Utah 

Johnston, William W., 21 Rockland St., Spring- 
field, Mass. 

Jones, Chas. C., Gowanda, New York 

Jones, J. George, Jr., 802 N. Vermont Ave., Los 
Angeles, Cal. 

Jones, J. Weldon, Dept. of Com. Extension, Ohio 
State Univ., Columbus, Ohio 

—_ Ralph C., 51 Prospect St., New Haven, 

nn. 
J — Harry J., 5324 Winthrop Ave., Chicago, 


Juchhoff, Frederick, 1511 E. 60th St., Chicago, TL 
Judd, Harry E., 508 Omaha N ational Bank Bldg., 
Omaha, Nebr. 


Karrenbrock, W. E., 308 W. Iowa, Urbana, IIL. 

Keebler, Philip F., 383 Claremont Ave., Jersey 
City, N. J. 

Keiser, James R., Wharton School, Univ. of Penn- 
sylvania, Philadelphia, Pa. 

Keister, Donald C., First National Bank Bldg. 
Scottdale, Pa. 

Keller, Gus V., 4266 Juniata St., St. Louis, Mo. 

Kelley, Arthur C., 295 S. 16th St., San Jose, Cal. 

Kelly, Edward J ohn, University of Santa Clara, 
Santa Clara, Calif. 


* New, recent members whose dues apply as of 
Jan. 1, 1982. 
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Kendrick, Hazen Wallace, Univ. of Colorado, 
Boulder, Colo. 

Kennedy, R. D., c/o George Washington Univ., 
Econ. Dept., Washington, D. C. 

Kerringan, J. Ward, Mt. St. Mary’s College, Em- 
metsburg, Md. 

Kester, Roy B., Columbia University, New York, 


King, R. W., Box 1338 Yale Station, New Haven, 
Connecticut 

Kinman, J. I., S 110 Howard St., Spokane, Wash. 

Klausner, Gustave, 5601 Washington Court, St. 
Louis, Mo. 

Knight, C. H., Box 1501, University, Ala. 

Knight, David M., Box 38, Parkville, Missouri 

Knight, Wilbur D., 6901 Lakewood, Chicago, II. 

Koch, Elmer C., Box 186, Univ. Station, Grand 
Forks, N. Dak. 

Koebbe, C. H., 905 Grand Rapids Trust Bldg., 
Grand Rapids, Mich. 

Kohler, E. L., 1 N. LaSalle St., Chicago, Ill. 

Koos, Theodore L., 3706 72nd St., Apt. 6 H, Jack- 
son Heights, L. I. 

Kracke, Edward A., 15 Broad St., New York, 


Krebs, William S., Washington University, St. 
Louis, Mo. 

Krieb, William Milton, 1024 N. Bentalou St., Balti- 
more, Md. 

Kunz, Olive A. F., 5709 Dorchester, Apt. 3, Chi- 
cago, Ill. 

Kunze, H. L., 628 W. State St., Milwaukee, Wis- 
consin 


Laing, L. L., 909 Sybil St., Ann Arbor, Mich. 

Lamberton, Robert A., 398 Main St., Milltown, 
N. J. 

Lang, John J., 801 LaSalle Bldg., St. Louis, Mo. 

Lang, Theodore, 20 Charles St., New York, N. Y. 

Lange, Herbert C., Fidelity Building Association, 
Dayton, Ohio 

Larimore, T. R., Union College, Nebraska 

Larson, A. Q., 412-7th Ave., Lagrange, II. 

Laureys, Dr. Henry, 399 Viger Ave., Montreal, 
P. Q., Canada 

ee ea W. B., 204 N. Charlotte St., Lombard, 


Lay, Chester F., College of Bus. Adm., Univ. of 
Texas, Austin, Texas 

Leland, Thomas William, College Station, Texas 

Lindsay, Wm., 5535 Kimbark Ave., Chicago, Ill. 

Lipscomb, P. D. 

Littleton, A. C., 205 Commerce Bldg., Univ. of 
Illinois, Urbana, Ill. 

Lobaugh, E. D., 2301-2311 Prairie Ave., Chicago, 


Lockwood, Jeremiah, Logan Hall, Univ. of Penn- 
sylvania, Philadelphia, Pa. 

Lowrie, Josephine A., The John Shillito Co., 
Seventh, Race, and Shillito Place, Cincinnati, 
Ohio. 

Lowrie, Walter C., 2003 Van Buren St., Wil- 
mington, Delaware 

Luby, William J., 6442 N. Washtenaw Ave., Chi- 
cago, Ill. 

Lucas, Homer Atwood, 827 Burncoat St., Wor- 
cester, Mass. 

Ludlam, Chas. S., 4251 Meridian Ave. Miami 
Beach, Fla. 

Lukas, Gaze E., 482 Commerce Bldg., Univ. of 
Illinois, Urbana, II. 


Reuel L., 80th Ave., South, Minneapolis, 
inn. 


McCallister, B. D., Moorhead, Miss. 

McCarty, W. J., 525 Boylston St., Boston, Mass. 

McCollough, E. V., Tarkio, Missouri 

—— George W., 718 W. Yoakum, Kinsville, 
as 


ex 

McDonald, James, St. Mary’s University, San An- 
tonio, Texas 

McKee, C. W., Westminster College, New Wil- 
mington, Pa. 

McKee, Mrs. Theodora, 807 E. 9th Ave., Still- 
water, Okla. 

McKinsey, James O., 141 W. Jackson St., Box 4, 
Chicago, IL 

McMurry, Karl F., 1 South Pinckney St., Madi- 
son, Wisconsin ; 

McNaughton, Floyd, 180 Mayfield Ave. N. E., 
Grand Rapids, Mich. 

MacFarland, George A., Logan Hall, 36th & 
Woodland Ave., Univ. of Pennsylvania, Phila- 
delphia, Pa. 

MacGregor, Claud A., 615 Peoples State Bank 

Bldg., Pontiac, Mich. 

MacNab, John B., 5505 Wayne Ave., Howard 
Park, Baltimore, Md. 

MacRoberts, A. N., 216 S. Chestnut St., Lansing, 
Mich. 

Madden, John Thomas, New York Univ., Wash- 
ington Square, New York, N. Y. 

Magruder, Bernard F., 801 Lake Ave., Racine, 
Wisconsin 

Magruder, D. A. Antioch College, Yellow 
Springs, Ohio 

Mahoney, John F., 11 Park Place, New York, 
N. Y. 


Mannix, Raymond L., 525 Boylston St., Boston, 
Mass. 

March, J. H., 167 Public Square, Cleveland, Ohio 

Marple, R. P., 628 W. 114th St., New York, N. Y. 

Marsh, Sam A., Washington University, School of 
Commerce, St. Louis, Mo. 

Martin, O. R., University of Nebraska, Lincoln, 
Nebr. 

Marvin, J. Arthur, 100 Broadway, New York, 
N 


Mason, Perry, Antioch College, Yellow Springs, 
Ohio 
Mautner, Oscar, 3957 Gouverneur Ave., New York, 
N. Y. 


Mayors, William, 1827 Arcade Bldg, St. Louis, 
oO. 


Mead, Stuart B., 426 Pawnee St., Bethlehem, Pa. 
Mendelsohn, Justine, 1135 Main St., Baton Rouge, 
La 


Merrill, Karl G., Big Rapids, Mich. 

Mers, Wm. H., 929 Dixie Terminal Bldg., Cin- 
cinnati, Ohio 

Meyer, Harvey G., Box 241, University of Ten- 
nessee, Knoxville, Tenn. 

Mikesell, R. M., University of Indiana, Blooming- 
ton, Ind. 

eo A., 17 Waverley Ave., Brooklyn, 
N 


Miller, Hermann C., Commerce Bldg., Ohio State 
Univ., Columbus, Ohio 

Miller, Louis R., 300 S. Artillery, Detroit, Mich. 

Miller, Nina, 510 Business Bldg., Columbia Uni- 
versity, New York, N. Y. 

Mitchell, Harry V., Box 1225, University, Ala- 
bama 
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Mitchell, W. N., Box 121, Faculty Exchange, Univ. 
of Chicago, Chicago, Tl. 

Moler, Arthur L., c/o Union Trust Co., Cleveland, 
Ohio 

Montgomery, J. Richard, 511 N. Lafayette St., 
Sandwich, IIL 

Montgomery, Robert H., 385 Madison Ave., New 
York, N. Y. 

Morey, Lloyd, 257 Administration Bldg., Univ. 
of Illinois, Urbana, 

Moriarity, W. D., 3551 University Ave., Los An- 
geles, Calif. 

Morris, C. E., 15 Broad St., New York, N. Y. 

Morris, Clifton H., 1202 W. T. Waggoner Bldg., 
Fort Worth, Texas 

Morrison, Paul L., 1918 Colfax St., Evanston, IIl. 

Morton, Davis Walter, 8309 Houston Ave., Syra- 
cuse, New York 

Mott, Albert R., 3037 R Street, Lincoln, Nebraska 

Moyer, Joseph K., 3601 Connecticut Ave., N. W., 
Washington, D. C. 

Mulhern, Richard J., 312 E. Fifth Ave., Brook- 
lyn, New York 

— Joseph, 96 Schermerhorn St., Brooklyn, 

wiliek Howard, 852 Delaware, Detroit, Michi- 

gan 


Nau, Walter L., 1104 Penobscot Bldg., Detroit, 
Mich. 

Neilson, J., Saskatoon, Saskatchewan, Canada 

Nelson, Andrew 

Neuner, Dr. John J. W., 2 Atlas Place, Mt. Ver- 
non, N. Y. 

Newlove, George Hillis, 107 B. Hall, Univ. of 
Texas, Austin, Texas 

Newton, W. K., University of Oklahoma, Nor- 
man, Okla, 

Nielson, Oswald, School of Bus. Adm., Univ. of 
Minnesota, Minneapolis, Minn. 

Niswonger, C. Rollin, 315 College Hall, College 
Station, Pullman, Washington 

Noble, Howard Scott, 182 N. Betherly Drive, Bev- 
erley Hills, Calif. 

Noel, Thos. W., Georgia Tech. School, Atlanta, 
Ga. 


Poet, J. H., 942 Cotton Belt Bldg., St. Louis, 


O'Loughlin, Harry Merrick, c/o Price Waterhouse 
& Co., 1946 Penobscot Bldg., Detroit, Mich. 
O'Reilly, Hugh S., 88 Twenty-Seventh St., Jack- 
son Heights, N. Y. 

Olive, Geo. S., 328 Chamber of Commerce Bldg., 
Indianapolis, Ind. 

Olson, Harry E., 216 Willow St., Vermillion, S. 
Dak. 

Onderdonk, Chester D., 100 Washington Square 
East, New York, N. Y. 

Onstott, Frank C., 2011 Glenarm Place, Denver, 
Colorado 

Ormes, F. R., 9 Mills Place, Crawfordsville, In- 
diana. 

Ostlund, H. J., University of Minnesota, Minne- 
apolis, Minn. 


Pace, Homer S., 225 Broadway, New York, N. Y. 

Palmer, Ernest O., 10 S. LaSalle St., Room 1824, 
Chicago, IIl. 

— Leslie E., 75 E. 45th St.. New York, 


Panayotopoulo, Constantin, Notara, 68, Piraeus, 
Greece 

Parmelee, Rexford C., 205 Commerce Bldg., Univ. 
of Illinois, Urbana, Ill. 

Pasek, J. Edwin, 19 S. LaSalle St., Chicago, Ill. 

Paton, W. A., 16 Ridge Way, Ann Arbor, Mich. 

Payne, Robert E., 1724 Asbury Ave., Chicago, 
Il. 

Pearson, Martin L., 1907 Rose Villa St., Pasa- 
dena, Calif. 

Peisch, Archie M., Dartmouth College, Hanover, 
N. H. 


Pennell, Eugene D., Kalamazoo, Michigan 

Percy, Atlee Lane, 525 Boylston St., Boston, Mass. 

Petersen, A., Bryant Hall, c/o Babson Institute, 
Babson Park, Mass, 

Peterson, P. E., 287 North 5 East, Logan, Utah 

Pettit, R: D., 7545 Essex Ave., Chicago, Ill. 

Phillips, C. J., The Citadel, Charleston, S. C. 

Pinchbeck, Raymond B., University of Richmond, 
Richmond, Virginia 

Pinkerton, P. W., 17129 Maumee Boulevard, 
Grosse Pointe, Mich. 

Plummer, Robert E., 70 27th St., Jackson Heights, 
i. NN. Y. 

Porter, Charles H., Mass. Inst. of Technology, 
Cambridge, Mass. 

Porter, Charles W., Lewis Institute, Chicago, Il. 

Porterfield, A. R., 718 Federal Reserve Bank 
Bldg., Cleveland, Ohio 

Powell, Weldon, 234 Phelps Road, Ridgewood, 
New Jersey 

Powell, Whiton, 115 Irving Place, Ithaca, N. Y. 

Price, Stanley R., 305 Peachway, South Bend, 
Indiana 

Prickett, A. L., Room 33 Commerce Hall, Bloom- 
ington, Ind. 

Prouty, Nelson H., Santander Apts. 8-D, Asbury 
Park, N. J. 


Quigley, Andrew J., 35 E. Wacker Drive, Chi- 
cago, 


Rabenau, John, 974 Paul Brown Bldg., St. Louis, 
Mo 


Racine, Samuel F., 923 Leary Bldg., Seattle, Wash. 

Ragan, Rex, 428 Chamber of Commerce Bldg., 
Los Angeles, Calif. 

Randall, Harlan J., 600 Center St., Whitewater, 
Wis. 

Rasmusson, Seymour D., Univ. of Utah, Salt Lake 
City, Utah 

Ray, Julian V., 512-15 Masonic Temple, Jackson- 
ville, Fla. 

Rayson, E. C., 809 Forest Ave., Oak Park, Ill. 

Read, W. H., 1415 Highland Ave., Knoxville, Tenn. 

Reass, Nathan, 150 Nassau St., New York, N. Y. 

Reed, James C., Room 1, State Hall, Univ. of 
Pittsburgh, Pittsburgh, Pa. 

oo Thomas J., 28 N. Franklin St., Chicago, 


i, Henry J., c/o Chiao-Tung Univ., Shanghai, 

ina 

Reighard, John J., Univ. of Minnesota, Minne- 
apolis, Minn. 

Reik, Raymond C., 15 Broad St., New York, N. Y. 

Reuwer, F. Earl, 728 Brookwood Road, Hunting 
Ridge, Baltimore, Md. 

Reyes, Prof. Nicanor, University of the Philip- 
pines, Manila, P. I. 

Rice, Duncan, 1207 Bank of Kalamazoo Bldg., 
Kalamazoo, Mich. 
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~_ — D., Simmons University, Abilene, 


ens Mies Luella, Florida State College for 
Women, Tallahassee, Fla. 

Rittenhouse, C. F., 89 State St., Boston, Mass. 

Robbins, Carl Burton, 625 Lasuen, Stanford Uni- 
versity, California 

Robbins, Harry W., 121 Brite Ave., Scarsdale, 
N. Y. 


Robertson, W. A., c/o Fisher Body St. Louis Co., 
St. Louis, Mo. 

Rock, Harold S., 1125 Plymouth Bldg., Minne- 
apolis, Minn. 

Rogers, Thomas Wesley, College of Com. & Fin., 
Univ. of Indiana, Bloomington, Ind. 

Roorda, John, 253 May St., Elmhurst, IIL. 

Rorem, Clarence R., 900 S. Homan Ave., Chicago, 

Rosario, Mariano G. del, Bureau of Education, 
Manila, P. I. 

*Rosenblum, Leo, 346 Bradford St., Brooklyn, 


Rosenkampff, Arthur H., 158 Washington St., 
Mt. Vernon, N. Y. 

Ross, F. E., 6 State Savings Bank Bldg. Ann 
Arbor, Mich. 

Ross, T. Edward, 2101 Packard Bldg., Philadel- 
phia, Pa. 

Rotar, Peter A., Northpont, Washington 

Rowland, Charles J., 23 Liberal Arts Bldg., State 
College, Pa. 

Russell, W. J., 809 Blanchard Ave., Flint, Mich. 

Russman, Albin, 563 Cauldwell Ave, Bronx, New 
York, N. Y. 


Saathoff, W. H., State College, Brookings, S. Dak. 

Saliers, Earl A., Louisiana State University, Ba- 
ton Rouge, La. 

Sanders, T. H., 207 Morgan Hall, Soldiers Field, 
Boston, Mass. 

Sanford, Emmett Reid, 626 Eddy Ave., Missoula, 
Montana 

Santiago, Francisco, Box 2402, Manila, P. I. 

Sargent, C. W., The Tuch School, Hanover, N. H. 

Sause, C. A., 10 Park Terrace East, Apt. 6 L, 
New York, N. Y. 

Sawyer, Hollis H., 79 Milk St., Boston, Mass. 

Schaefer, Leo H., 615 Hazelwood Ave., Ardmore, 


a. 

Schaefer, William Bernard, 189 Woodland Ave., 
River Edge, N. J. 

Schenk, W. J., 228 E. North St., Appleton, Wis. 

Schlatter, Charles F., 214 Commerce Bldg., Univ. 
of Illinois, Urbana, Til. 

Schlauch, William S., 219 Division Ave., Has- 
brouch Heights, N. J. 

Schmidt, Leo A., Marquette University, Milwau- 
kee, Wis. 

Scholz, Frederick W., 180 Oakdene Ave., Teaneck, 

J 


N. J. 

Scott, DR, 111 Westwood Ave., Columbia, Mis- 
souri 

Scovill, H. T., 217 Commerce Bldg., Univ. of 
Illinois, Urbana, Til. 

Seaman, Paul S., Minot, North Dakota 

— Carl Hi, 15400 Parkside Ave., Detroit, 
Mic 


Sether, Victor C., 289-27th Ave., San Francisco, 
Calif. 


* New, recent members whose dues apply as of 
Jan. 1, 1982. 


Sevenich, R. R., 774 Third St., Milwaukee, Wis. 

Sharer, D. M., 6183 Drexel Ave. Jackson Park 
Sta., Chicago, Ill. 

Shaulis, L. L., Tufts College, M 

Shaw, J. P., Jr., c/o G. L. Onrstorm & Co., Inc., 
36 Wall St., ‘New York, .N. 

C. C., 982 Oliver Blag, Pittsburgh, Pa. 


Shields, J. H., Duke Universi See N. Car. 

Shonting, Daniel M., 42 W. O 
bus, Ohio 

Simon, Paul, 2088 Straus Bldg., 310 S. Michigan 
Ave., Chicago, IIL 

Sisterson, Douglas G., 2206 First Nat’l Bank 
Bldg., Pa. 

Smails, R. G. H., Queen’s University, Kingston, 
Ontario, Canada 

Smartt, Monroe T., 1246 N. Fairfax Ave., Holly- 
wood, Calif. 

Smith, Arthur C., 1785 Boatmen’s Bank Bldg., St. 
Louis, M 


uis, Mo. 
— C. Aubrey, 1904 Rio Grande St., Austin, 
Texas 
a | Chas. W., 1701 Munsey Bldg., Baltimore, 


Seite David, 2124 Union Trust Bldg., Detroit, 
ch. 


and Ave., Colum- 


Mi 

Smith, H. Ezmond 

Smith, R. F., 205 Commerce Bldg., Univ. of Il- 
linois, Urbana, Ii. 

Smith, W. Mason, N.A.C.A., 1790 Broadway at 
58th St., New York, N. Y. 

Springer, D. W., 1202 National Press Bldg., Wash- 
ington, D. C. 

Sproul, Alexander Hugh, State Normal School, 
Salem, Mass. 

Staehling, C. C., 119 South Hall, Univ. of Cali- 
fornia, Berkeley, Calif. 

Stanley, W. a 2404 Union Central Bldg., Cincin- 


Stegman, Edward J., 1214 Continental Bldg., Bal- 
timore, Md. 

Stegman, Walter A., 70 Lakeview Ave., Harts- 
dale, N. Y. 


gusmemin Russell A., School of Bus. Adm., Univ. 
of Minnesota, Minneapolis, Minn. 

Stewart, Harry M., Kansas State Agric. College, 
Manhattan, Kansas 

Stewart, William Martin, Allerton House, 701 N. 
Michigan Ave., Chicago, Ill. 

Storli, mel E., Fresno State College, Fresno, 


Cali 

Stout, H, Gilby, Hall & Co., 105 
W. Adams Chica: 

Streng, Walter E., 3570 Seisook Ave., Hyde Park, 

trickler, Howa -» 1073 Montgomery Ave., 

Narberth, Pa. 

— John J., 167 Maplewood Road, Riverside, 


Tl. 

Studebaker, Mark E., Ball Teachers College, Mun- 
cie, Indiana 

— W. T., 3411 S. Michigan Ave., Chicago, 


. Sweeney, roomy A W., Furrald Hall, Columbia 


Univ., New York, N. Y. 
as Homer N., 80 Federal Street, Boston, 
ass. 


aggart, Herbert F., 1019 Granger Ave. Ann 
— Mich. 
Tanner, J. B., 3411 S. Michigan Ave., om. Tl. 
Takahashi, Ichitaro, 58 Funamachi, Yotsuyaku, 
Tokyo, Japan 
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Taylor, Jacob B., 309 Commerce Bldg., Ohio State 
Univ., Columbus, Ohio 

Taylor, Robert Emmett, College of Com., Univ. 
of Cincinnati, Cincinnati, O. 

Tegtmeyer, George J., 1150 McCormick Bldg., 
Chicago, Ill. 

Theiss, Edwin L., 116 Commerce Bldg., Univ. of 
Illinois, Urbana, 

Thomas, Olin E., 13639 Castleton Ave., Detroit, 
Mich. 

Thompson, Robert Randolph, School of Commerce, 
McGill Univ., Montreal, P.Q., Canada 

Thompson, Wm. R., 710 Torrey Bldg., Duluth, 
Minn. 

Thomson, Cyrus G., Room 802, 1775 Grand Con- 
course, New York, 

Tillotson, Loyal G., Bradley Polytechnic Institute, 
Peoria, Ill. 

Tilton, Frederic A., Room 507, Post Office Dept. 
Bldg., Washington, D. C. 

Toner, Jas. V., 14 Tappan Ave., Attleboro, Mass. 

Toth, Louis, 551 Fifth Ave., New York, N. Y. 

Tower, Ralph B. 

Traniello, Angelo, 1406 Columbus Ave., Boston, 
Mass. 

Triest, Rudolph M., 440 Fourth Ave., New York, 


Wilbur D., 1802 Newkirk Ave., Brooklyn, 


Troost, George W., 
Detroit, Mich. 
Trumbo, Rolla C., 7833 Newport Avenue, Webster 

Groves, Missouri 
Tucker, Herber E., 89 State Street, Boston, Mass. 
Tupy, Leslie T., 2028 N. H. St., Lawrence, Kas. 
Turner, Wallace M., 1482 Beacon St., Brookline, 
Mass. 


1880 First Nat’l Bank Bldg., 


Ueno, Michisuke, 1090 Nakano, Tokio, Japan 

Uhl, Joseph A., 3 Sherman Hall, Soldiers Field, 
Boston, Mass. 

Ullrich, William A., 714 Winters Bank Bldg., Day- 
ton, Ohio. 

Upham, C. L., 505 Ardson Road, East Lansing, 
Mich. 

Upleger, A. C., P. O. Box 1502, Waco, Texas 


Van Arsdell, Paul M., 117 Commerce Bldg., Univ. 
of Illinois, Urbana, 

Van de Walker, F. C., 210 Commerce Hall, Univ. 
Washington, Seattle, Wash. 

Van Iseghem, Angela F., 3674 Lindell Blvd., St. 
Louis, Mo. 

Van Kirk, J. C., Tulane Univ., New Orleans, La. 

Van Sickle, C. L., Room 1 State Hall, Univ. of 
Pittsburgh, Pittsburgh, Pa. 

Vaughn, Arthur S., c/o Haskins & Sells, 15 Broad 
St., New York, N. Y. 

Vevis, Pierre, Poste Restante, Athens, Greece 


Walker, C. E., Queen’s University, Kingston, On- 
tario, Canada 
Walker, James J., 1222 Laurel Ave., Knoxville, 
Tenn. 
—- John Henry, 1625 Lincoln St., Berkeley, 
alif. 
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Walker, Ross Graham, 179 Oakley Road, Bel- 
mont, Mass. 

Wall, W. D., 44 W. Gay St., Columbus, Ohio 

Wallace, William C., 29 Howard Parkway, New 
Rochelle, N. Y. 

Walling, Herschel Chester, Univ. of Texas, Austin, 
Texas 

Walmsley, Edwin C., College of the City of De- 
troit, Detroit, Mich. 

Walsh, Floyd E., 2602 Cass St., Omaha, Nebraska 

Walsh, Marvyn B., 120 Madison Ave., Detroit, 
Mich. 

Ward, Fred C., Room 8 Johnson Bldg., Gaines- 
ville, Fla. 

Warner, Philip J., 15 E. 26th St., New York, N. Y. 

Warren, Jose D., Box 2402, Manila, P. I. 

Washburn, Earle L., New York University, 100 
Washington Square, New York, N. Y. 

Weber, Otto F., Shoreland Bldg., Miami, Florida 

Wedeberg, S. M., 107 Garfield ‘Ave., Hyattsville, 
Md. 

Wellington, C. Oliver, 110 State St., Boston, Mass. 

Welti, R. J., 70 Fifth Ave., New York, N. Y. 

Werntz, William Welling, 1926 Yale Station, New 
Haven, Conn. 

Wheeler, Chas. T., 404 Peoples Bank Bldg., Mus- 
kegon, Mich. 

White, James C., Gen. Motors Inst. of Tech., Flint, 
Mich. 

Wider, William, 102 Mayfair Ave., Floral Park, 

Wildman, John R., 15 Broad St., 

Wilkinson, John R., 
Falls, N. Y. 

Willcox, R. S., Ohio State University, Columbus, 
Ohio 

Williamson, F. K., 7425 Jeffery Ave., Chicago, Il. 

Wilson, Ralph G., Sheldon Terrace, Grand Haven, 
Mich. 

Wing, Guy Harrison, 895 Pingree Ave., Detroit, 
Mich. 

Winspear, F. G., National Trust Bldg., Second 
floor, Edmonton, Alberta, Canada 

Winter, Sidney G., College of Commerce, Univ. of 
Iowa, Iowa City, Iowa 

Wolfe, Richard H., 874 Maccabees Bldg., Detroit, 
Mich. 

Wood, Eugene C., 406 Seventh St., Jackson, Mich. 

Wood, Roy A., 2621 Avenue N., Brooklyn, WN. 

Woodard, Brannin Box 995, Denver, 
Colo. 

Woodbridge, F. W., College of Bus. Adm., Univ. 
of Southern California, 3551 University Ave. 
Los Angeles, Calif. 

Woolhouse, Thomas L., 
Flushing, L. L, N. Y. 

Wray, C. B., Mercer University, Macon, Georgia 

Wray, —— W., 1102 Lafayette Bldg., Detroit, 
Mich. 

Wright, Edward Needles, Rose Valley Road, Moy- 
lan, Pa. 

Wright, H. G., 222 W. Adams St., Chicago, IIL 

Wright, W. H., State Teachers College, San Diego, 
Calif. 

Yowell, Merle, Bridgeport, Kansas 


New York, N. Y. 
1616 South Ave., Niagara 


159 18 Northern Blvd, 


q 
x 


THE AMERICAN ASSOCIATION OF 
UNIVERSITY INSTRUCTORS IN ACCOUNTING 


Committees—1931 

Executive Committee— 

A. STEVENsON, President 

James P. Apvams, Vice-President 

Howarp C. Greer, Vice-President 

G. H. Vice-President 

Cuas. F. Scnuarrer, Secretary-Treasurer 

Exic L. Editor 

J. Hucu Jacxson, Past President 

Davin Past President 

A. H. Rosenxamprr, Past President 


Constitution and By-Laws—Witu1am A. Paton, Chairman 
Membership—Hanrvey G. Meyer, Chairman 


Research—Joun R. WiipMan, Chairman 


Exchange of Teaching Material—Sipnry G. WINTER 


Committees on Cooperation with— 


American Institute of Accountants—J. B. Hecxert, Chairman 


American Society of Certified Public Accountants—F. H. E.weuu, 
Chairman 


National Association of Cost Accountants—T. H. Sanpers, Chairman 


American Association of Collegiate Schools of Business—Joun T. Map- 
DEN, Chairman 


4 
4 
4 
a 
a4 
ei 
3 


aay 
= 


